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WHEN YOU ORDER YOUR NEW LIGHT coaT— 
give a ey te to the Lining. 
Ce oul whatever colour or 


like, but be sure 
“ COURTINE” LINING. sence by * COURTAULDS, Fert is 
its fine colour and enn! finish will last. The smooth regular texture of a 


*“ COURTINE ” G ensures the shape of the garment being preserved, 
slipping off and on easily every time. Ask your Tailor to use only . . . 


UY any difficulty in obtaining 66 
“COURTINE™”™ LININGS, 
write to the Manefaecturers : 
COURTAULDS, LTD., 
16 St. Martin’s-le-Grand, 
LONDON, E.C.1. 





Itz 


ST UTTTUMITUU UU LULU UL UUM ULL 


BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS : 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638, 
Telegrams: “ Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A. SPECIALITY. 
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THE iIMPE ERIAL BANK OF PERSIA. of 
Incorporated by Royal Charter, 1889) = 
Capital fully called m, - ‘baa 009 Reserve dies - - £650,000 = 


“(with power to increase to £4,000,000) 
Reserve Liability of Propris etors under the Charter - - - -£1,000,000 


LONDON BANKERS : 
Messrs, Giyn, Mitts & Co, Tuer WestmMInsTeER BANK LimiTED, LOMBARD STREET, Ltioyns Bank LIMITED. 
HEAD OFFICE : 
33/36 Kixnc WittiaM Street, Lonpon, E.C.4. 
CHIEF OFFICE IN PERSIA : 
TEHERAN, 


BRANCHES IN PERSIA: 
Abadan, Ahwaz, Barfrush, Birjand, Bunder, Abbas, Burujird, Bushire, Dizful, Duzdab, Hamadan, Isfahan, 
Kazvin, Kerman, Kermanshe ah, Masjed Suleiman, Meshed, Mohammerah, Pehlevi, Resht, Shiraz, 
Sultanabad, Tabriz, Yezd, 


BRANCHES IN IRAQ (Mesopotamia) : BRANCH IN INDIA: 
Bacpap, BASRA, BomBay, 


HE BANK transacts Peaking Business of every description in 

and connected with Persia and Iraq (Mesopotamia), also with 
Bombay, Calcutta and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and Telegraphic Transfers issued. 


Correspondents in all important places abroad. 














Commonwealth #223. Bank of Australia 


E. C. RIDDLE, Governor. H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA, 


BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and 
LETTERS OF CREDIT issued. DEPOSITS accepted for fixed periods)5 REMITTANCES 
cabled or mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers tt—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
\gencies are open at 3,655 Post Offices in the Commonwealth, &c. 
As at 31st DECEMBER, 1929. 
General Bank Balances .. ++ £37:5053336 
Savings Bank Balances .. ia i - = va 515375150 
Note Issue Department .. ee ait ba 0 fir 45,301,226 


Rural Credits ee oi os ote - ae 1,315,114 
Other Items.. “a ‘ oe ea oe ° 74625384 


£142,959,210 


LONDON OFFICE: 36-41 NEW BROAD STREET, E.C. 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 


THE 


Australian Bank of Commerce, Limited 


INCORPORATED IN NEW SOUTH WALES. 


Authorised Capital . - - £5,000 ,000 
Capital Subscribed and Paid Up - £2,208,000 
Reserve Fund - - - - £1,086,880 
Aggregate Assets 30/6/29 - - £19,980,768 


DIRECTORS : 


SIR MARK SHELDON, K.B.E., Chairman. H. R. LYSAGHT, O.B.E. 
FRANK N. YARWOOD. JAMES KELL. 
LIEUT.-COL. THOMAS L. F. RUTLEDGE. GEORGE J. SLY, LL.D. 


GENERAL MANAGER : 
Cc. M. C. SHANNON. 


LONDON BRANCH DIRECTORS : 
HARRY TABOR BROOKS. A. DODDS FAIRBAIRN. ALFRED SHEPHERD. 


HEAD OFFICE: SYDNEY, NEW SOUTH WALES. Gezorce H. Howe i, Manager, with 
154 Branches and Agencies in New South Wales. 

BRISBANE J cacte a G. E. ALexanper, Manager, with 25 Branches and Agencies 
in Queensland. 

MELBOURNE OFFICE: 325 Collins Street. M. Burton Finney, Manager. 

ADELAIDE OFFICE: 35 Rundle Street. R. T. Moonie, Manager. 

PERTH OFFICE: 73 St. George’s Terrace. K.V.R.Douctas, Manager, and two branches. 

LONDON OFFICE: 62 Bishopsgate, E.C.2. Arruur F. Jenxins, Manager. 


The London Office is prepared to transact every description of Banking Business. 


For the convenience of its Customers the Bank has special arrangements, where not directly represented, 
with other Bankers, throughout Australasia, New Zealand, the United Kingdom, the Far East and 
elsewhere, whereby it is able to carry out all requirements with promptitude and to best advantage. 





MARTINS 
BANK 
LIMITED. 


Head Office: 
7, WATER ST., LIVERPOOL. 
London Office: 
68, LOMBARD ST., E.C.3. 
Marchester District Office: 
43, SPRING GARDENS. 


Capital Paid Up and Reserves £7,800,045 
Deposits, etc., at 31 Dec. 1929 £82,620,493 


The Bank has over 560 Offices, and Agents 
in all the principal tewns at home and 
abroad. 


All descriptions of Banking, 
Trustee and Foreign Exchange 
Business Transacted. The Bank is 
prepared to act as Registrar for 
Public and Corporate Bodies, etc. 


BANCA MOLDOVA 


LTD. 
JASSY——BUCHAREST. 


oO oO 


Capital Paid up and Reserves— 
LEI 181,500,000. 


oO a 
Cable Address : MOLDOBANCA. 


Branches : 
BACAU, BALTI, BARLAD, BRAILA, 
CETATEA ALBA (ACKERMAN), 


CERNAUTI, CHISINAU, GALATI, 
RENI, ROMAN, TIGHINA, TARUTINO, 
VASLUI 


oOo oO 


Every Description of Banking 
Business Transacted. 





THE 


MITSUI BANK 


LIMITED 


INCORPORATED IN JAPAN 
FOUNLDED 1683 


Capital subscribed Yen 

Capital paid up - 

Reserve Fund - Yen 

Undivided Profits Yen 2,078,361 
(Dec, 1929) 


Head Office: TOKYO, JAPAN 


Branches in all the principal cities 
in Japan, and in Pombay, New 
York, S:anghai, Sourabayu. 


LONDON OFFICE: 


Winchester House, Old Bread Street, 
E.C. 2. 


Telephone - - LONDON WALL an 


Cable Address ‘* MITSUIGINK, LONDON” 


1644 BRANCHES IN 
FINLAND 


0 


Capital and Reserves : 


Fmk. 426,000,000 


Oo 


KANSALLIS-OSAKE-PANKKI 


(National Joint Stock Bank) 


Head Office: HELSINKI 
(Helsingfors) FINLAND 








we NATIONAL BANK OF NEW ZEALAND, 


LIMITED. 
Incorporated in England under the Companies Acts, and in New Zealand by Special Act of the General Assembly. 


AUTHORISED AND SUBSCRIBED CAPITAL £6,000,000 


PAID-UP CAPITAL ... 0. ee es ess 2,000,000 
RESERVE FUND AND UNDIVIDED PROFITS ...__... 2,155,154 
AGGREGATE ASSETS TO 3ist MARCH, 1929 £18,809,388 © 4:'55:154 


Head Office: 8, MOORGATE, LONDON, E.C.2. 


THE BANK receives Deposits for fixed periods at rates which may be ascertained on application, 
and conducts every description of Banking Business connected with New Zealand. 
ARTHUR WILLIS, MANAGER. 
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Official figures, published in 1929 by the Superintendent of 
Banks in Ecuador, show that we are holding in this market : 
48%, of the total banking deposits, 
51% of the total banking cash resources, 
24%, of the total bills discounted. 


A bank having such high percentages of the commercial activities of a market, is 
undoubtedly in a position to gather reliable information regarding local firms and give an 
efficient service in the handling of your collections. 

A commission of 1/4 of 1% is charged on collections from Abroad. 


LA PREVISORA NATIONAL BANK OF CREDIT 
GUAYAQUIL—ECUADOR—SOUTH AMERICA. 


' E i 
a 
(Incorporated in Egypt. Liability%ofgMembers is Limited.) 


HEAD OFFICE : CAIRO. 


FULLY PAID CAPITAL - . - £3,000,000. 
RESERVE FUND - - - - £2,950,000. 


London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


______EGYPT and the SUDAN. 
YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. (Incorporated in Japan.) 








Capital Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - - - - - - - Yen 111,500,000 


Head Office: YOKOHAMA. 

Brancues and AGEnc1gs at Alexandria, Batavia, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), Fengtien 
(Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, Los 
Angeles, Lyons, Manila, Nagasaki, pe Newchwang, New York, Osaka, Pekin, Rangoon, Rio de Janeiro, 
Saigon, Samarang, San Francisco, Seattl2, Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsinanfu, Tsingtau, Vladivostok (temporarily closed). 

The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 

Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 

for fixed periods at rates to be obtained on application. 


London Office :—7 Bishopsgate, London, E.C.2 
D. NOHARA, Manager. 








ALLIANCE 


Assurance Company Limited. 


Head Office: BARTHOLOMEW LANE, LONDON, E.C.2. 
Marine Department: 2-6 Billiter Square, London, E.C.3. 
Established in 1824. 


Assets exceed £30,000,000. 


Directors : 
CHARLES EDWARD BARNETT, Chairman. 
LIONEL N. DE ROTHSCHILD, O.B.E., Deputy-Chairman. 
Sir IAN HEATHCOAT AMORY, BaRT.,C.B.E. R. M. HOLLAND-MartTIN, C B. 
THE VISCOUNT BEARSTED, M.C. Davip LANDALE. 
FREDERICK CAVENDISH BENTINCK. COLONEL WILFORD N. Lioyp, C.B., C.V.O. 
ALFRED FOWELL BUXTON. Str CHRISTOPHER T. NEEDHAM. 
JOHN CATOorR. G. W. B. PORTMAN. 
Major GERALD M. A. ELLIS. THE EARL OF ROSEBERY, D.S.O., M.C. 
FREDERICK CRAUFURD GOODENOUGH. WILLIAM HEARD SHELFORD. 
THE MARQUESS OF HARTINGTON, M.P. ARTHUR JAMES STEWART TODD. 
C. SHIRREFF HILTON. HENRY ALEXANDER TROTTER. 
EDWARD RALPHE Douro Hoare. RICHARD DURANT TROTTER. 


INSURANCES OF EVERY KIND 


LIFE (with and without Profits). Assurances with Disability Benefits. 
Estate Duty Policies. Staff Assurance and Pension Schemes. 
Group Life Assurances. Children’s Deferred Assurances 
and Educational Endowments. Annuities. 


SINKING FUND AND CAPITAL REDEMPTION. 
FIRE. 

MARINE. 

BURGLARY and THEFT. 


ACCIDENTS of all Kinds: Personal Accident and Disease, Third 
Party, Drivers’ Risks, Lift, Plate-Glass, and Workmen’s Compensa- 
tion with Special Policies for Domestic Servants. 


MOTOR CAR, MOTOR CYCLE. 
FIDELITY GUARANTEE. LIVE STOCK. 
BOILER and MACHINERY INSURANCE and INSPECTION. 


COMPREHENSIVE POLICIES FOR BUILDINGS OR CONTENTS OF 
DWELLING-HOUSES. 


THE COMPANY IS EMPOWERED TO ACT AS EXECUTOR AND 


Particulars of any of the above will be sent on application. 
A. LEVINE, General Manager. 
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Mr. E. C. GRENFELL. 


THE BANKER 


A Banker’s Diary 


Mid-May—Mid-June 


THE tone of the money market underwent a definite 
change during the period under review, for, whereas at 
the end of May a reduction in Bank rate to 
—— 2$ per cent. was confidently expected in 
+ nd many quarters, by a month later all these 
hopes had disappeared, and the market rate 
of discount on three months’ bills had risen from 2} to 2} 
per cent. Thus the market had adjusted itself to a 3 per 
cent. Bank rate, and for the first time this year the margin 
between Bank rate and market rate had shrunk to its 
normal size. Several factors contributed to this change 
in the position. One was that the contraction in the 
volume of Treasury bills, which was so prominent a 
feature of the early spring, ended with the conclusion of 
the financial year, and during recent weeks, Treasury bill 
issues have exceeded maturities. The result is that during 
the period March 31st to June 7th, the volume of Treasury 
bills outstanding increased from £589 to £607 millions, 
and, although during April and May the clearing banks 
were active buyers of short bills, this increase in the 
supply of bills proved sufficient—in the absence of 
continental buying—to raise discount rates. 


ANOTHER important factor was the psychological effect 
of the Bank of England’s recent gold losses. The 
net loss between April 30th and June 18th 

The Bank’s amounted to £68 million, and, while at the 
Gold Losses latter date the Bank’s gold stocks stood at 
the fully adequate level of £157'5 million, 

the market realized that the Bank’s previous losses 
and the adverse state of many of the principal 
foreign exchanges had put an end to all hopes of a 
lower Bank rate. French withdrawals of funds during 
May and early June in preparation, first for the Bank 
for International Settlements share issue and then 
for the Reparations Loan, had emphasized anew the 
vulnerability of London’s position, and the sharp fall in 
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the franc rate which followed the Bank of England’s 
decision to deliver standard in place of fine gold, possibly 
had its effect on those who imperfectly understood the 
true significance of this event. Finally, when once the 
artificial ease caused at the beginning of June by the 
payment of the War Loan dividend had come to an end, 
it was clear that short money was none too plentiful. The 
recent flood of new issues had levied its toll, and the 
French withdrawals had taken money off the market as 
well as gold out of the Bank. 


THE chief movement in early June was the fall in the 
Paris exchange from Frs. 124'00 at the end of May first 
to Frs. 12367, and then to Frs. 12380. 
The Foreign The cause of this appreciation in the franc 
Exchanges was the Bank of England’s decision to 
deliver standard gold instead of fine gold, 
which is explained in full in a subsequent article. This 
also accounts indirectly for the fact that France has lately 
been prepared to buy the market gold at a premium over 
the fine gold equivalent of the Bank’s statutory selling 
price for standard gold. Sterling was also weak 
against other important currencies. The dollar rate, after 
rising to a shade over $4°86 at the end of May, relapsed 
during early June to $4853, this decline being ascribed 
by some to remittances of War Loan dividend abroad. 
The Berlin rate remained near the gold export point, 
and, were it not for the French demand for gold, Ger- 
many could undoubtedly have bought part of the Cape 
gold on offer each Tuesday in the market. Among other 
rates, pesetas have displayed renewed weakness, the rate 
at one time rising to Ptas. 42. Silver established new low 
records, and the Chinese exchanges weakened in 
sympathy. 


THE May returns for the nine English clearing banks 
reveal several interesting changes. Deposits have regis- 
May _ tered a further increase since April, and in 
Clearing May last stood at £1,742'4 million, or £101 
Bank _ million above their level of May last year. 
Averages (Cash, on the other hand, has fallen since 
April to £2393 million, a figure which is £62 million 
below that of May last year. Among the banks’ earning 
assets, there have been slight increases in call money and 
B 
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investments, and there has been an appreciable reduc- 
tion in advances, which in May stood at £955'8 million, 
as against £9680 million in April and £976'4 million in 
May, 1929. As had been generally expected, the banks’ 
bill portfolios have undergone a further big expansion, 
and now amount to £246'1 million, this figure being £38'6 
million in excess of the April figure and £51'2 above that 
of May last year. The changes in the banks’ advances 
and holdings of bills receive further consideration upon a 
subsequent page. 


THE May foreign trade returns again make sorry reading. 
Imports for the first five months of this year are £4583 
million, against £5134 million for the same 
Overseas period of 1929, while exports of British 
Trade goods have fallen from £3088 million in 
1929 to £262°0 million this year. On the 
import side of the account the main contractions are in 
raw cotton, raw wool, grain, and miscellaneous food- 
stuffs. As regards exports, coal shipments for the five 
months are still above those for last year, but, if May be 
taken alone, there has been a slight decrease. Elsewhere 
in the export returns there are heavy declines in iron and 
steel, textiles, and vehicles, though it is reassuring to see 
that for the last item the May exports for this year were 
slightly above 1929. It is true that the May figures are 
distinctly better than those for April, but the occurrence 
of Easter in the last-named month probably accounts for 
much of this apparent improvement. Comparing this 
year with last, and making every allowance for the inter- 
vening fall in prices, it cannot be said that the corner has 
yet been turned. 


In order to devise means of overcoming Australia’s 
present economic troubles, and, in particular, her diffi- 
Sir Otto Culties in obtaining adequate exchange 
Niemeyer’s cover for her foreign payments, a conference 
Australian is to be held between representatives of the 
Visit Bank of England, the Commonwealth 
Government and the Board of the Commonwealth 
Bank, and Sir Otto Niemeyer has already left for 
Australia to attend this conference as the Bank of Eng- 
land’s representative. The decision of the Australian 
Government to hold this conference will be welcomed as 
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evidence of its intention to make every possible effort to 
rescue the Dominion from its present state of financial 
stringency, which, in part at least, has arisen from the 
general world trade depression, and through no fault of 
the Dominion herself. We are also glad to see that the 
suspicions aroused in Australia by the first announce- 
ment of Sir Otto’s visit—that he was coming to dictate 
to Australia her economic policy—were quickly over- 
come, and that the action of the Bank in sending him is 
now recognized as a “generous gesture.” Whatever 
the outcome of the conference, Sir Otto’s visit shows that 
when one member of the British Empire finds herself in 
need of advice and assistance, the other members are 
ready to give it freely and disinterestedly. When Aus- 
tralia emerges from her present difficulties, British 
bankers and industrialists will be the first to rejoice. 


BANKERS who are in intimate contact with the trading 
community, from the management of the big distributing 
concern or multiple shops down to the small 

Po... retailer in the back street of a town, 

Council Bil) 22turally paid the closest attention to this 

measure, which, if passed into law, would 

have affected so many of their customers. It is easy to 
appreciate the reason why such a measure was brought 
forward. Apart from purely political considerations, 
there is a widespread public anxiety, common to both 
producers and consumers, at the present spread 
between the low wholesale prices obtainable by the 
producer and the high retail prices charged to the 
consumer, and the size of the spread makes it only 
natural that the public should assume that moderate 
profits are being earned somewhere in between. This, 
however, is not necessarily the correct explanation, and, 
in point of fact, Professor Bowley, in a recent analysis 
of the spread between wholesale and retail prices, pub- 
lished in “ Lloyds Bank Monthly Review ” and referred 
to on another page, comes to quite a different set of con- 
clusions ; and the banker who knows the narrow margin 
between gross earnings and expenses obtained by the 
majority of small shopkeepers will endorse this view. 
So far as the bill provided for the compulsory investi- 
gation of cases of alleged profiteering by big under- 
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takings of a monopolist character, it was possible to make 
out a case for it. When it proceeded to provide powers 
for the actual fixing of prices of staple commodities, it 
entered on very dangerous ground, and here the only 
possible defence was the very limited one that the Con- 
sumers’ Council and the Government must have such 
powers in the background to use in the last resort. Even 
so, the dislocation to trade which the exercise of such 
powers would inevitably involve renders it more than 
doubtful if this section of the bill is in the interests of 
the country, and bankers who know how easy it is to 
kill legitimate business by measures of this kind will not 
be sorry that the bill has had to be dropped for this 
session. 


The Fall in Bankers’ Advances 


HE monthly statement for May of the average 
weekly balances of the London clearing banks 
reveals several important banking developments. 
A comparison with May 1929 shows that, although the 
banks’ cash has in the aggregate fallen by £6,000,000 
for the nine English clearing banks, their deposits have 
risen by 410,000,000. This simultaneous contraction in 
the banks’ supply of cash and expansion in their deposits 
can only mean one thing, and that is, that their earning 
assets have increased. Now the earning assets of the 
banks, consisting as they do of bills of exchange, invest- 
ments, and loans to the money market and to their 
customers generally, represent the financial assistance 
that the banks are giving to the country at large. Hence 
it is tempting to deduce from the May averages for 1929 
and 1930 that the joint-stock banks are deliberately seek- 
ing to counteract the acute trade depression of the past 
nine months by giving additional assistance to the 
industry and commerce of the country. 

In the aggregate this assumption is correct, but a 
certain amount of analysis is needed in order to see who 
has actually benefited from this increased assistance. The 
first stage is to examine the following table, which shows 
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the principal earning assets of the nine English clearing 
banks : — 


Change 
— May May (+ or —) 
1929. 1930. during inter- 


vening year. 








£ million. £ million. £ million. 

Call money saa oes 141-0 135°3 — 5°7 
Discounts ... was sia 194°9 246-1 + 51-2 
Investments _ ve 244°3 231°3 — 13°0 
Advances ... ‘os on 976-4 955°8 — 20°6 
Total... _ oe 1,550°6 1,568-5 + II‘9 


This table puts the matter in quite a different light. 
The increase in the banks’ total earning assets has been 
much more than balanced by the expansion in their bill 
portfolios, with the result that call money, investments 
and advances are all lower now than they were a year 
ago. At this stage, it is advisable to reflect for a moment 
on the exact significance of these four items, and how far 
expansions and contractions in them affect the general 
business life of the country. 

“Call money” is lent partly to bill-brokers in the 
money market and partly to the stock exchange. Thus, 
indirectly it finances the holding of bills of exchange and 
stocks and shares. “Investments” consist almost en- 
tirely of gilt-edged securities. “‘ Discounts ” consist partly 
of Treasury bills, whose function is to provide the 
Government with temporary accommodation, and partly 
of commercial bills, which to-day are used almost entirely 
in financing foreign trade. “ Advances” are the way 
in which the banks provide credit to the whole commu- 
nity at home, including producer and consumer alike. 

Now, during the past year, there has been a definite 
contraction in the number of bills available. Treasury 
bills have declined in volume by £131,000,000, and com- 
mercial bills have shrunk in number as a result of the 
fall in commodity prices and decline in trade. Yet despite 
this, the banks have increased their holding of bills by 
£51,000,000. Again the stock exchange is idle, and bill- 











8 THE BANKER 


brokers have less bills to carry, and yet the banks have 
only reduced their loans at call and short notice by not 
quite £6,000,000. On the other hand, advances to cus- 
tomers have been reduced by nearly £21,000,000. 

On the face of it, it appears that the barks have 
afforded extra assistance just in those quarters where it 
was not needed, and have withdrawn it from home trade 
and industries at a time when help was badly needed. 
This, of course, is far too sweeping an assertion to make 
without qualification, though made thus baldly, it explains 
the recent abundance of short money on the one hand, 
and the difficulties many have experienced in obtaining 
loans, on the other hand. Still, when it appears that 
during the past year the British banks have given more 
help to their own Government and to foreign trade, and 
have had to deny it to home trade, some explanation is 
required. 

The first and most important point to bear in mind is 
that the banks must preserve a proper balance between 
their various earning assets, and that, in particular, there 
is a limit to the proportion of their resources they can 
use in making advances. Two years, and even one year, 
ago they had been driven right up to that limit, mainly 
because of their difficulty in getting in old loans. These 
old loans have since, in some cases, been repaid, and, in 
others, written off as bad debts, and the banks have 
obviously taken the opportunity not to replace them with 
new loans, but to reduce the total of their loans to what 
they consider to be more prudent dimensions. 

Thus, any criticism of this reduction in advance lies 
not against the banks, but rather against the British 
banking system, and here it is necessary to proceed very 
warily indeed. It is tempting to compare British and 
German banking methods, to the disadvantage of the 
former, and Sir Oswald Mosley, in one passage of his 
resignation speech, was induced to follow this path. The 
answer is that there are wide differences between British 
and German banking methods, and, while it is arguable 
that British bankers could learn with advantage some- 
thing of the way in which German bankers and indus- 
trialists work so closely together, it must be remembered 
that in Germany the banks perform many functions 
which in England are carried out by other financial 
institutions, including the merchant banking firms and 
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issuing houses of repute. If the British banks were asked 
to make themselves responsible for the long-term 
financing of British industry, they can fairly reply that 
it is not their business, that they are deposit and not 
investment bankers, and that adequate facilities exist 
elsewhere. 

Up to a point this answer is correct, and, in fact, one 
of the main criticisms against British joint-stock banks 
during recent years—and one of those voiced by Sir 
Oswald Mosley in his speech—is not that they have 
denied accommodation to industrialists, but that they 
have renewed and extended loans at times when it would 
have been better in the long run to refuse further help 
and force insolvent undertakings to close down. The 
main points of distinction between British and German 
banks were discussed in a series of articles that appeared 
in the “ Economist” last spring, and one of the points 
made by the writer was that, partly owing to the pre- 
vailing credit stringency, German bankers were much 
more ruthless in this respect than their British colleagues. 
Experience, however, has revealed certain shortcomings 
in the British system that could be put right without 
involving the banks in a drastic change of their methods. 
Bankers could invite industrialists to keep in close touch 
with them, and to come to them for advice before, and 
not after, an emergency had arisen. By so doing, they 
could put an end to the prevailing impression that, wher 
a manufacturer seeks the aid of the bank, it is a sign that 
he is in difficulties. Again, the banks could train certain 
members of their staffs to have an intimate knowledge 
of industrial problems, and might even form special 
departments to handle questions of industrial finance in 
all its aspects. 

All these are points made by the writer of the 
“Economist ” articles, and they undoubtedly represent a 
fruitful and easy line of approach towards certain of the 
ways in which German banking technique is now 
superior. Much of this work, no doubt, will fall within 
the objects of the new Bankers’ Industrial Development 
Company, and it is probably wisest to reserve judgment 
until this new institution has had time to show what it 
can do. Meanwhile, it must be admitted that the recent 
contraction in bank advances arises not from the un- 
willingness of British bankers to help home trade, but 
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from the limits imposed upon them by the nature of their 
business. 

One final point may be made with advantage. The 
increase in the banks’ bill portfolios represents in many 
ways additional help to British commerce. Foreign trade 
is still an integral part of our economic life, and many 
of the bills taken up by the banks represent either pur- 
chases of raw material from abroad or sales of British 
goods to foreign countries. Even Treasury bills held by 
the banks represent money lent by the banks to the 
Exchequer, which otherwise the Government would have 
had to find elsewhere, in competition with the capital 
requirements of home industry. The banker can also 
complain with some justice that he is not wholly to blame 
for the disappearance during the past thirty years of the 
inland bill. The causes of this disappearance, as is well 
known, spring from the keen competition in trade at 
home, and the present-day reluctance of buyers to accept 
a bill of exchange payable at a definite date, when they 
can obtain credit for an indefinite period by buying on 
“open account.” This opens a wide question, and, in 
any case, it is probably useless to look for the return of 
the inlard bill under present trading conditions. The real 
point is that the banker is now helping industry to the 
best of his ability, and in the task of making the improve- 
ments in our system of financing business that most 
people now agree to be desirable, the industrialist as well 
as the banker, the borrower as well as the lender, must be 
prepared to play his part. 


Foreign Loans 


FTER lengthy discussions as to its principles and 

A technical details, the first transaction of the 
mobilization of the German non-postponable 
annuities was concluded and successfully carried out. It 
was by no means easy to come to terms. Apart from the 
great number of difficulties of a legal character, it was 
necessary to settle the difference between the British and 
the French attitude towards the loan. The object of the 
French policy was to convert France’s share of the 
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reparations into cash by means of issuing as much as 
possible of the Reparations Bonds in other countries. 
Against this, the British Treasury’s point of view was to 
limit the amount of London’s participation in the issue to 
the figure of the British participation in the proceeds of 
the transaction. As the original figure of the British parti- 
cipation in the proceeds was about £5} millions, our 
authorities declined to take over a larger part of the issue 
unless the whole of the proceeds could be retained in this 
country. Apart from this, the Treasury insisted that the 
bonds should not be issued in terms of several currencies, 
for otherwise large amounts of the instalments issued 
abroad could find their way subsequently to this country. 
The French authorities were very anxious to make the 
loan as international in character as possible, but even- 
tually they had to yield and to agree that the bonds 
should be issued only in terms of the currency of the 
countries of issue and its gold equivalent. They also 
agreed that the whole of the increased amount of the 
British participation should be retained by the Treasury. 

This opposition to an operation which would have 
involved a transfer of funds abroad is in accordance with 
the policy of restrictions upon foreign loans adopted from 
time to time by our authorities after the war. It will be 
remembered that, in 1924, an unofficial embargo on 
foreign loans was adopted, so as to prepare the way for 
the restoration of the gold standard. The embargo was 
raised at the end of 1925, but was restored in 1929, when 
the heavy transfers of funds to the United States and the 
withdrawals of gold on French and German account were 
beginning to cause the market considerable incon- 
venience. Although the gold position has undergone a 
fundamental change as a result of the Wall Street slump, 
the embargo was, none the less, retained so as to prepare 
the market for the issue of the Reparations Loan. This 
policy has not met with unanimous approval in the City. 
A substantial section of the banking community holds the 
view that the unrestricted issue of foreign loans cannot 
possibly do any harm. This view was voiced by Sir Eric 
Hambroon theoccasion of the meeting of theshareholders 
of Hambros Bank, when he said that the cases in which 
lending abroad would lead to an efflux of gold are excep- 
tional, while in most cases the proceeds are used either 
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for the purchase of British goods or for the repayment of 
old debt. He pointed out that the conflict between 
lending to domestic industries and to foreign borrowers 
is more apparent than real, for it is to our interest to 
finance not only our sellers, but also foreign buyers. As 
far as this is concerned, his views are unquestionably 
endorsed by most sections of financial opinion. On the 
other hand, when he said that the matter may safely be 
left to the discretion of issuing houses who know when to 
stop lending abroad, he entered a rather controversial 
ground. Experience has proved that, owing to keen com- 
petition and a natural desire to meet the requirements of 
their old customers, issuing houses are often inclined to 
grant loans of a kind which is most unlikely to benefit 
British trade, and which is likely to lead to an efflux of 
gold. The Reparations Loan is a typical example of 
such “sterile” foreign loans. Had its proceeds been 
allowed to be transferred to French account, it would 
have merely increased the French balances in London, 
and would have eventually lead to an efflux of gold. It 
was thus wise on the part of our authorities to depart from 
orthodox dogmatism and to insist upon retaining the 
whole amount issued in this market. During the last 
few years, there have been a number of foreign loans 
which were equally useless and disadvantageous, and in 
the case of which our limited resources have been 
diverted from more useful employment. 

Nobody would suggest imposing upon the borrowers 
the condition of spending the proceeds of the loans in 
this country. Such a restriction would be resented by 
most borrowers, who would be prepared to accept less 
favourable terms elsewhere, provided that they were 
allowed complete freedom as to the employment of the 
funds. At the same time, it is desirable to discriminate 
against the types of foreign loans which obviously do not 
bring any orders to our industries, and whose proceeds 
are not used for the repayment of old debts in this 
country. 

The orthodox theory that any amount lent abroad is 
bound in the long run to assume the shape of export of 
goods is becoming more and more discredited in the eyes 
of the practical man. It is based upon the fallacy of mis- 
taking the cause for the effect. It is true that the export 
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of capital and of goods tend to run on parallel lines, but 
this is so because eventually it is only countries with 
an export surplus that can lend abroad. If a country 
lends abroad beyond the surplus available for that pur- 
pose, the result is not an increase of goods exports—unless 
lending is confined to potential purchasers of British 
goods—but an efflux of gold and a rise in the interest rates 
which automatically check excessive lending. At present 
our gold stock barely covers our requirements, while the 
surplus available for lending abroad is moderate; it is 
probably far below the figures of the Board of Trade, 
which do not take into account movements on capital 
account, such as the flight of capital from high taxation. 
Once we realize that the amount available for Iending 
abroad is limited, the only logical conclusion is that it 
should be employed in such a way as to secure the most 
benefit to our industries. 

This, of course, does not mean that we approve of the 
maintenance of the embargo on foreign loans. Such an 
extreme measure is only justified in cases of emergency. 
An embargo can easily be circumvented by placing 
foreign securities privately in this country, or by granting 
short-terms credits, which eventually have to be con- 
verted into long-term loans. There is reason to believe 
that, in the course of the last two years or so, the amount 
of British capital used for the purchase of shares in Wall 
Street was much larger than the amount invested in 
foreign loans issued in London. Possibly the embargo 
encourages the acquisition of foreign securities issued 
abroad, a procedure which has all the disadvantages of 
issuing those securities in this market without any of its 
advantages. 

If the elimination of the embargo on foreign loans is, 
therefore, unquestionably desirable, it would be advisable 
to retain a more subtle form of control in the shape of an 
unofficial discouragement of the types of loans which do 
not benefit our trade. Such a control is bound to be 
unpopular in banking circles, but, if practised with 
wisdom, it is likely to be in the best interests of the country 
as a whole. 
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The Bank of England and Gold 


N the Friday immediately preceding Whitsun the 
() Bank of England let it be known that for the time 
being it would only deliver standard gold, 
‘916% fine, against their sales. This did not mean that 
it was in any way departing from its obligations, for 
the Gold Standard Act of 1925 expressly provides 
that the Bank is only bound to sell 400-ounce bars of 
standard gold, and this is the basis of the Gold Bullion 
Standard in force in England to-day. During the last few 
vears, to meet the convenience of customers, the Bank 
of England has delivered fine gold bars, but this has been 
merely an act of grace, so that all that has happened now 
is that the Bank has decided for the time being to operate 
according to the strict letter of the law. 

In view of misunderstandings that have occurred 
abroad, it may be stated that this change in the Bank’s 
practice is in no way directed by any question of policy, 
but arises from the simple fact that the Bank’s stocks of 
fine gold bars of 400 ounces are limited. As a rule, when 
the Bank receives gold from foreign centres, it takes the 
form of sovereigns, while, as stated above, sales of gold 
have hitherto taken the form of fine gold bars. Clearly, 
this has meant a steady encroachment upon the Bank’s 
stocks of fine gold bars, and the time has now apparently 
been reached when the Bank found it necessary to exer- 
cise its legal right of delivering standard gold. 

As regards London’s relations with most foreign 
centres, the Bank’s change in practice is of little signi- 
ficance, for most central banks are prepared to accept 
standard gold of ‘916% fineness, and the American 
authorities, in particular, encourage the delivery of gold 
‘900 fine, this being the fineness required by the American 
mint. Paris, however, is in a different category, for the 
French Stabilization Law enacts that the Bank of France 
shall only accept gold of a fineness not less than ‘995. 
Thus the effect of the Bank of England’s decision is that 
those shipping gold from London to Paris have to raise 
it from the fineness of ‘916%, corresponding to standard 
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gold in London, to the fineness of ‘995, this being the 
minimum which the Bank of France is forced to demand. 
This clearly increases the cost of shipping gold from 
London to Paris, for, unless the shipper buys the fine 
Cape gold on offer in the London market each week—a 
point which is dealt with later—he has to bear the cost 
of bringing the gold he obtains from the Bank of England 
up to the fineness required by the Bank of France, and 
also stand the loss of interest for the day occupied in this 
process. Taking interest at 3 per cent. and the cost of 
refining at {d. per ounce gross, the effect of the change in 
the Bank of England’s practice has been to reduce the 
gold export point of the Paris exchange from Frs. 123°90 
to Frs. 123°78; while, had not a London refiner reduced 
his charge from 2d. to #d. as a direct consequence of this 
change, the gold point would have been as low as 
Frs. 12365. Moreover, the London refiners can only deal 
with £180,000 worth of gold in a day, and so a limit has 
been placed on the amount that can be drawn from the 
Bank of England and shipped from London to Paris in 
a single day. Thus, so long as the Bank of England 
adheres to the strict letter of the law, the gold export 
point of the Paris exchange is lowered, and the rate at. 
which gold can flow from London to Paris is restricted. 
The Cape gold on offer each week in the London 
market is fine gold and so is acceptable by the Bank of 
France. Hence, so long as the Paris exchange is near 
the new gold export point of Frs. 12378, French buyers 
can afford to pay more than 84s. 114d. per ounce, which 
is the fine gold equivalent of the Bank of England’s 
statutory selling price of 77s. 104d. per ounce of standard 
gold. In point of fact, since Whitsun, Cape gold has been 
bought on French account at prices of 85s. od. and 85s. 
per ounce. This does not mean that the Bank of England 
has in any way abandoned the gold standard, or that the 
pound sterling now stands at a discount against gold. It 
simply means that France requires gold of a greater 
degree of fineness than the Bank of England and other 
central banks are bound to supply, and that where gold 
of the required fineness is available, shippers to France 
can afford to pay a higher price for it. In practice, 
however, it means that, so long as the franc stands near 
the new gold export point, purchasers on French account 
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can outbid those operating on behalf of other centres. 
Thus, under present conditions, France can outbid Ger- 
many, even though the mark exchange was, until very 
recently, practically at the point at which, normally, 
Germany could take gold from London. 

It may be added that there is nothing unprecedented 
in fine gold commanding a premium over the Bank of 
England’s statutory selling price. In the last quarter of 
1907, when the full gold standard was in operation, with 
gold sovereigns in circulation and the Bank of England’s 
notes payable in gold on demand, fine bars sold at a 
premium of 2$d. over the Bank’s statutory selling price. 
Nor is there the slightest foundation for the suggestion 
that Great Britain is departing from the gold standard. 
The change is dictated solely by the practical con- 
sideration described above, and if—as was inevitable—it 
has had the effect of lowering the gold export point of the 
French exchange, it is a sufficient reply to point out that 
the gold points of any foreign exchange rate are neither 
immutable nor sacrosanct. If anyone feels any sense 
of grievance, his complaint should be addressed not to 
the Bank of England, which is delivering gold of a fine- 
ness acceptable in most foreign centres, but to those 
responsible for the French Stabilization Law, which has 
imposed upon the Bank of France the obligation to 
accept gold only of a higher fineness than the world at 
large considers necessary. 





How the City Works 


VII. Foreign Exchanges—(a) General 
Considerations 


UPPOSE that you have gone to live in the flourish- 

S ing city of Bushville in Australia, and are fortunate 
enough to have left a substantial balance behind 

you with the Westland Bank in London. One day your 
friend Murrumbidgee calls in and says, “ I have ordered 
a car from England and they want payment in English 
money. You have some. Will you draw me a cheque 
in favour of the car people for £500 if I pay you £500 
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Australian money for it?” “No,” you reply. “I geta 
fair rate of interest on my money there, and, besides, I 
may want to buy a car myself.” Murrumbidgee departs 
in search of McTavish, who is also known to have a call 
on some funds in London, and puts the same question 
to him. “ Well,” says McTavish, ready to make a profit 
when occasion offers, “ I might do it if you made it worth 
my while. Would it be worth £20 to you?” Back comes 
Murrumbidgee. “ McTavish wants £520 for his cheque. 
I believe I could send a parcel of Australian sovereigns 
and have them minted into English money for less than 
£20. Would it be worth your while to do it for me for, 
say, a ten-pound note? I really must have that money.” 
“T am really not keen,” you reply. “ Why not try old 
Thomson, who has just sold a lot of wool in London? ” 
Thomson receives Murrumbidgee with open arms. He 
has accumulated considerable funds in London which he 
is only too anxious to have in the form of Australian 
money in order to carry on his business, and he gladly 
accepts the £490 which Murrumbidgee, taking a leaf out 
of McTavish’s book, offers him for his cheque for £500 
on a London bank. 

And there you have the whole story of the foreign 
exchanges. It may be a matter of francs or dollars, the 
zloty of Poland, or the markka of Finland, or even the 
complicated currency of China. It may be a cheque or 
a bill due some time ahead, or, if saving time means 
saving interest, it may be just a cabled order to pay. The 
principle is always the same: someone is in a position 
to draw against his credit in another country, and some- 
one else is willing to pay him for that particular service. 
Even in the simplest form of foreign exchange trans- 
action, where a tourist buys a few foreign coins or notes 
to take abroad with him, the only difference is that the 
seller has foreign money in his till instead of foreign 
money at his credit abroad. The foreign coins or notes 
are a commodity, and the price (that is, the rate of ex- 
change) will vary from the mean to the extent of his 
readiness to sell and of the customers’ eagerness to buy. 
As with any other commodity, it is just a question of 
supply and demand. 

In the same way, a dealer who sells his drafts on a 
foreign capital will charge a higher or lower price for 
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them according to his available balance abroad, or, more 
particularly, according to his ability to replenish such 
balance. He may be able to do this by buying from other 
dealers at home or abroad, and, in fact, he does so on a 
very considerable scale. The dealers who are short buy 
from those who are “over,” thus levelling up the in- 
equalities of demand and supply, and preventing anv 
broad divergences in the quotations of one dealer or of 
one centre from those of another. In other words, quota- 
tions are about the same at any given time the whole 
world over (for the world is the market), and move up 
and down more or less in unison according to the general 
trend of the supply and demand of this or that currency. 

There is an automatic limit to these up and down 
movements, because there happens to be an international 
currency—gold—which can be used at need instead of 
cheques and other forms of credit transfer. If the 
customer who must pay a debt, or the dealer who must 
replenish his balance abroad, does not like the foreign 
exchange rates quoted he can remit gold instead. Con- 
versely, if foreign currencies, say francs, are offered at 
a very low price in sterling (which is the same as saying 
that sterling is offered at a high price in francs) the 
English debtor will buy them in preference to sending 
gold, but the Frenchman who has to remit to London 
will choose gold. 

We referred to gold as an international currency. It 
is, of course, itself the principal standard of exchange 
throughout the world. Moreover, in all the most impor- 
tant countries its price in each national currency is fixed 
by law. Holders of it have the legal right to sell it to the 
central bank, or a mint, at a definite price. For instance, 
in England 240 oz. of standard gold (eleven-twelfths fine) 
are coined into 934 sovereigns and one half sovereign, 
which is equivalent to £3 17s. 104d. to every ounce, and 
any holder has the right to sell gold to the Bank of Eng- 
land at £3 17s. od. per oz. He can thus turn a piece of 
foreign gold into English money containing the same 
amount of gold at the almost negligible cost of three- 
halfpence per ounce. Conversely, the Bank is bound to 
sell standard gold to any buyer, in 400-ounce bars, at a 
price of £3 17s. 104d. per ounce. In the same way, a 
foreigner can turn gold into money of his own country. 
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The exact gold equivalents of the coinages of different 
countries are known as the Mint Pars of Exchange. The 
mint par of the United States dollar is 4°866 to the £, that 
of the French franc 12421 to the £, and soon. These 
rates simply mean that a given weight of gold can always 
be sold in London for £1, in New York for $4866, and in 
Paris for Frs. 12421. 

There is, however, one obvious difficulty. A person 
in possession of gold in London cannot sell it in New York 
without delivering it there. This involves the cost of 
packing, insurance, transmission, handling on the other 
side, and a loss of interest during transit which, together, 
reduce his return from $4866 per sovereign to about 
$4°85. On the other hand, a New York dealer who remits 
gold to London will have to provide about $4°88 in order 
to pay expenses and have enough left to sell for £1. We 
thus see that if a dealer in foreign exchange offers a cable 
transfer on New York of only $484 to the £, the customer 
would do better to send gold to New York and get $485 
net for it. If, on the other hand, the New York rate is 
$4 89 to the £, the New Yorker will remit gold, as he need 
only provide $488 to produce a pound in London. 

The rates at which it becomes more profitable to remit 
gold than to buy exchange are called the Gold Points. 
There are two gold points of every exchange: one at 
which gold tends to leave the country, and the other at 
which gold tends to be remitted to it. They are not abso- 
lutely fixed points, being dependent on the cost of trans- 
mission and other slightly variable factors, but changes 
are relatively small and infrequent. 

Enough has been written to show how the use of 
gold limits the ordinary movements of the exchanges. 
The American exchange, for example, may swing about 
anywhere between $485 and $488, and it will not be 
worth anybody’s while to pay his debts in gold, but 
directly it passes those points the demand will fall off on 
one side of the water, or the other, and exchange dealers 
will not be able to sell. 

As a matter of fact, theories are a little misleading, for 
a trader will, ordinarily, no more think of tying up a 
parcel of sovereigns to send abroad than Mr. Murrum- 
bidgee will go round offering his friends ten-pound notes 
to sell him a cheque. Besides, there are still restrictions 
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and difficulties in the way of the employment of bullion 
by the general public. Murrumbidgee, of course, goes to 
his bank, to whom it is a part of their ordinary business 
to supply drafts on London. What happens when an 
exchange rate passes gold point is that bullion brokers 
seize the opportunity of making a profitable deal in their 
own commodity. For instance, when the New York rate 
is low and a pound sterling buys, say, only $484, they 
can send a consignment of gold to New York, sell it there 
for, as we have seen, $4°85 net to the pound, and sell the 
dollars they get at the ruling rate of exchange, $4'84, thus 
making a profit of 1 cent on every sovereign’s worth 
of gold remitted. Needless to say, the sudden increase in 
the supply of dollar exchange on offer will induce a 
cheapening of the rates, and, unless the demand is so 
strong that it keeps pace with the increased supply, sooner 
or later the profit on gold remittances will disappear, i.e. 
the rate will have returned to within the gold points. 

Under the pressure of abnormal economic factors, 
however, exchanges do sometimes swing wide of the 
mean and show an obstinate tendency to remain outside 
the gold points. If they are beyond the adverse or export 
gold point, and gold is being lost in alarming quantities. 
interest rates may be raised to attract the money of 
foreign investors, and eventually gold comes back again. 
Taking a much longer view, a serious depletion of the 
supply of gold in a particular country will enhance its 
value in terms of goods, i.e. the prices of goods will fall 
and foreign money will be attracted to the cheapened 
markets. Given a reasonable amount of freedom from 
arbitrary interference, particularly in regard to dealings 
in gold, these factors are bound in the long run to prevent 
the exchanges from remaining outside the gold point for 
very long. 

Mr. Murrumbidgee’s purchase, though fanciful, is 
typical of international trade, to which the whole business 
of foreign exchange owes its existence. This includes the 
borrowing and lending of money between different 
countries, the payment for services, and anything else 
which gives rise to the need for a transfer of money from 
one centre to another. There is in the nature of things a 
rough balance between the amounts due for payment 
abroad and those due to be paid to us, and this implies a 
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corresponding tendency to equilibrium in the exchanges. 
When this fails it may be restored, as has been shown, by 
a transfer of gold (or silver in the case of certain 
countries). But however complete this automatic adjust- 
ment may be, there can hardly ever, at a given moment, 
be an exact equation between the indebtedness of two 
or more countries to each other, or between the demands 
for and offers of exchange between individual brokers, 
so that rates, however stable they may appear over a 
period, are constantly varying from the average. The 
variations are, however, so slight and the markets so 
sensitive to any increase in demand or supply that the 
foreign exchange dealer’s business is a difficult and 
exacting one. He is in telephonic communication with 
the other members of his own market, and has elaborate 
telephone or cable arrangements with the principal 
foreign centres, and, particularly if he seeks to profit by 
arbitrage business, must observe, calculate and act with 
the greatest rapidity, or his opportunities will be missed. 
So highly developed are his private code and cabling 
arrangements that it is said that an order can be sent to 
New York and a reply received in less time than it takes 
to send a telegram from cne part of London to another. 
Needless to say, his transactions are on a large scale, for 
he has but a very small turn in the rates of which to take 
advantage. 

Arbitrage operators are those who make a business 
of buying in one country and selling in another, and their 
operations are an important factor in checking local 
divergences in the exchanges. Sometimes it may be 
noticed that dollars, for instance, are dear at a time when 
francs are relatively cheap, and the arbitrageur may find 
himself able to turn sterling into francs, francs into 
dollars, and dollars back into slightly more sterling than 
he started with. Perhaps the course of business may 
create a tendency for, say, francs to be cheap in London, 
in terms of sterling, and dear in Paris. In all such cases 
equilibrium is quickly restored by the actions of dealers, 
who, whether they are speculators or merely agents for 
carrying out their customers’ orders, must ever be on 
the look-out for opportunities of buying in the cheapest 
market available and selling in the dearest. 
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Bankers’ Enquiries 
By our Legal Correspondent 


banking circles as to the precise position of a 
banker in regard to answers to confidential 
inquiries made by other banks. Such inquiries and 
answers have been styled, not inaptly, “the common 
courtesy of bankers.’ Both inquiries and answers are 
usually marked “ Private and Confidential ” if in writing, 
as they very often are ; and, even if verbally exchanged, 
are regarded as entirely “ confidential ” communications. 
But, apparently, a practice has grown up in the case of 
some bankers which it is complained is a breach of con- 
fidence. We refer to those cases where the answering 
bank, after replying to the inquiry, inform their customer 
about whom the inquiry has been made that they have 
answered it. The exact terms of the inquiry and answer 
are not communicated to him, merely the fact that an 
answer has been returned to an inquiry concerning him. 
It is this that has been regarded by the inquiring bank 
as a breach of confidence. On the other hand, the bank 
of whom the inquiry is made takes the view that they 
are acting in accordance with the decision in the case of 
Tournier v. National and Provincial Union Bank, which, 
in 1924, for the first time declared that the obligation of 
secrecy as to a customer’s affairs is a legal obligation, 
as being a term of the implied contract between banker 
and customer; and that any communication to a third 
party of information derived from knowledge of the 
customer’s affairs can be justified only by the express or 
implied assent of the customer himself. Therefore, says 
the answering banker, in the discussion we allude to, he 
is doing the right thing in telling his customer that he 
has answered an inquiry about him; whereas the 
inquiring banker suggests that to do so is a breach of 
confidence. 
With due deference to both views, we venture the 
suggestion that there is a confusion of thought involved 


‘Tank has been some discussion lately in certain 
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in the discussion, which, unless corrected, may lead to a 
misapprehension of the law. And it is well to remember 
that at any time the law may become active on the com- 
plaint of some customer, whose affairs have been dis- 
cussed behind his back. If the object of informing the 
customer of the fact after the inquiry has been answered 
is to protect the answering bank from any possible breach 
of implied obligation, surely the answer is that it is too 
late. The principle laid down in Tournier’s case is 
directed to the question, Is the bank in the particular case 
justified in answering the inquiry? It may be said that 
telling the customer of the fact afterwards gives him the 
opportunity of objecting, and that if he raises no demur 
to what has been done, the inference may be drawn that 
he has implicitly assented. This is a very doubtful pro- 
position, and still more questionable when we are told 
that the banks complained of take up the position that 
they do not inform the customer of the nature or contents 
of the answer, merely that an answer has been given. 
Indeed, if in any case of complaint by the customer, his 
advisers demanded to be told the terms of the reply 
given, the banker’s position in litigation would scarcely 
be improved by a denial of such information ; and, in a 
properly constituted action, those terms would probably 
be obtainable on interlocutory process. Be that as it 
may, the question now raised appears to indicate, as we 
have said, some confusion, and it is well to attempt a 
clear restatement of the law as affecting disclosure by 
banks of their customers’ position or affairs based on 
information obtained by them in their capacity as 
bankers. The clear case of a customer himself giving to 
a third party his bankers as a reference is not open to 
discussion, but there are other occasions where the justi- 
fication by implied assent of the customer as distinct 
from express authorization is open to considerable doubt. 

The Court of Appeal, in Tournier’s case (1924, I 
King’s Bench, 461), discussed the question at large, and 
laid down highly important principles of the true nature 
of the banker’s obligation of secrecy. Although the par- 
ticular facts of that case were of a quite unusual 
character, and gave rise to a difference of judicial opinion 
on those particular facts as regards the extent of the duty 
not to disclose, there was unanimity on the principles on 
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which such disclosure is justifiable. It will be useful to 
attempt a summary of the law as laid down. 

I. As to the nature of the obligation of secrecy and 
the corresponding duty not to disclose. 

It always has been accepted by bankers that secrecy 
as to a customer’s affairs was at least a moral and 
honourable understanding. And, in Tournier’s Case, 
Lord Justice Scrutton (at page 480) said: “It might be 
possible to rest the duty on the express words in the 
bank’s pass book: ‘ The officers of the bank are bound to 
secrecy as regards the affairs of its customers,’ though 
even then exceptions must be introduced by implication.” 
But the case did not proceed on any notice in the pass 
book, but on the ruling that it is an implied term of the 
contract between a banker and his customer that the 
banker will not divulge to third persons, without the con- 
sent of the customer express or implied, either the state 
of the customer’s account, or any of his transactions with 
the bank, or any information relating to the customer 
acquired through the keeping of his account, unless the 
banker is compelled to do so by order of a Court of 
Justice, or the circumstances give rise to a public duty 
of disclosure, or the protection of the bankers’ own 
interests requires it. 

It is a qualified duty, and the qualifications were thus 
expressed : — 

(i) Per Lord Justice Bankes (at page 473): 

(a) Where disclosure is under compulsion by law (e.g. 
an order under the Bankers’ Books Evidence Act) ; 
(b) where there is a duty to the public or the State to 
disclose (e.g. where danger to the State or public duty 
may supersede the duty); (c) where the proper legal 
interests of the bank require disclosure (e.g. issue of a 
writ claiming payment of overdraft, &c.) ; (d) where the 
disclosure is made by the express or implied consent of 
the customer (e.g. when the customer authorizes a 
reference to his banker). It is this last qualification as 
applying to “implied” consent which, as we shall pre- 
sently see, is the one raising, and likely to raise, difficult 
questions. 

(ii) Per Lord Justice Scrutton (at page 481): 

“T think it is clear that the bank may disclose the 
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customers accounts and affairs to an extent reasonable 
and proper” (a) for its own protection, as in collecting 
or suing for an overdraft ; (b) for carrying on the business 
of the account, as in giving a reason for declining to 
honour cheques or bills when there are insufficient assets ; 
(c) when ordered to answer questions in the Law Courts ; 
(d) to prevent frauds and crimes. The Lord Justice, of 
course, assented to the final qualification that the express 
or implied consent of the customer to disclosure absolved 
the bank. 

(iii) Per Lord Justice (now Lord) Atkin (pages 484 
and 486): 

“One of the implied terms of the contract is that the 
bank enter into a qualified obligation with their customer 
to abstain from disclosing information as to his affairs 
without his consent . . .. subject to the qualification 
that the bank have the right to disclose such information 
when, and to the extent to which it is reasonably neces- 
sary, for the protection of the bank’s interests, either as 
against their customer or as against third parties in 
respect of transactions of the bank for or with their 
customer, or for protecting the bank, or persons 
interested, or the public against fraud or crime.” 

And, later, the same authority adds: “The consent 
(of the customer) may be express or implied, and to the 
extent to which it is given the bank will be justified in 
acting. A common example of such consent would be 
where a customer gives a banker’s reference. The extent 
to which he authorizes information to be given on such a 
reference must be a question to be determined on the facts 
of each case.” 

Lastly, Lord Atkin added some important words, to 
which we shall refer later: “I do not desire to express 
any final opinion on the practice of bankers to give one 
another information as to the affairs of their respective 
customers, except to say it appears to me that, if it is 
justified, it must be upon the basis of an implied consent 
of the customer.” 

IJ. As to the extent or limits of the duty : 

Per Bankes L.J.: “ Duty does not cease the moment 


a customer closes his account. Information gained 
during the currency of the account remains confidential, 
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unless released under circumstances bringing the case 
within one of the classes of qualification referred to. Nor 
is the confidence confined to the actual state of the 
customer’s account: it extends to information derived 
from the account itself.” 

Does it extend to information derived from other 
sources, e.g. from the account of another customer of the 
customer’s bank? If the information is acquired by the 
banker “ in the character of banker ” of the customer con- 
cerned, the obligation of secrecy extends to it. 


Per Scrutton L.J., at page 481: 


This last-named proposition is not agreed to by Lord 
Justice Scrutton. He ruled that the duty does not apply 
to a time after the relations of banker and customer has 
ceased, nor to any knowledge derived from other sources 
than the customer’s own account. 

Per Atkin, L.J., at page 485: 

“ The obligation clearly goes beyond the state of the 
account, i.e. whether there is a debit or credit balance, 
and the amount of the balance. It must extend at least 
to all the transactions that go through the account, and to 
the securities, if any, given in respect of the account—and 
that, too, beyond the period when the account is closed 
or ceases to be an active account. — 

“ The obligation extends to information obtained from 
other sources than the customer’s actual account, if the 
occasion upon which the information was obtained arose 
out of the banking relations of the bank and its cus- 
tomers, e.g. with a view to assisting the bank in conduct- 
ing the customer’s business, or in coming to a decision as 
to its treatment of its customers.” But, in this case, “I 
should not extend the obligation to information as to the 
customer obtained after he had ceased to be a customer.” 

It is clearly deducible from the summary we have 
given that the last qualification of the obligation of 
secrecy—namely, the express or implied assent of the 
customer concerned is the most important in connection 
with the discussion that has prompted this article. Lord 
Atkin markedly stated that if the practice of bankers to 
give each other information as to the affairs of their 
respective customers is to be justified, it must be upon 
the basis of an implied consent of the customer. Subject 
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to that, he reserved his final opinion upon that point. 
Let us, however, proceed to foilow out the hint given. 
If challenged in any particular case when express consent 
of the customer could not be pleaded, a banker, probably, 
would rely on the well-known practice of bankers as in 
itself sufficient to introduce into the normal relationship 
between banker and customer the implied assent to give 
information as to the customer’s account, affairs, or 
financial position to another inquiring bank by means of 
a “private and confidential” communication. So far, 
however, this has not been established in any decided 
case. The fact that this has never been expressly litigated 
is a tribute both to the discretion of all bankers and the 
good sense of the commercial community. But, at any 
time, the point may arise. In many cases, bank inquiries 
meet with satisfactory replies, and those replies that are 
unsatisfactory are dealt with so tactfully by the inquiring 
banker that no trouble ensues. But it is as well bankers 
should realize the exact legal position. Strictly speaking, 
it is submitted that, in the absence of express authority 
by the customer, they are not justified in law in giving 
information as to a customer obtained by them in the 
capacity of bankers of that customer tc a third party, 
unless they can establish the implied consent of the 
customer to the giving of such information. 

Probably a distinction may be drawn between cases 
where the inquiring bank requires the information for its 
own purpose, and does not reveal it to others, and cases 
where the inquiring bank is acting really on behalf of 
one of its own customers, and passes on to him some 
report based on the information received. If the answer- 
ing bank knows, or has reason to believe, that informa- 
tion is sought for the purpose of being passed on, it is 
acting on a greater peril. Let us suppose, for the sake of 
argument, that in cases where a bank inquires for itself 
as to bills domiciled at another bank, or as to a proposed 
surety or guarantee, there may be said to be an implied 
assent by the customer of the bank of whom the inquiry 
is made, is it not another matter when the inquiring bank 
is acting for a customer? Can it be said that a customer 
implicitly assents to his banker disclosing any informa- 
tion to another banker in regard to a matter affecting not 
the inquiring bank, but that bank’s customer? Obvi- 
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ously, if a stranger came into a bank and inquired into 
the position of one of its customers, the inquirer would be 
more or less politely shown out, and such an impertinent 
request would be refused. How can it be different if the 
inquiry is made by the same stranger through his own 
bank, who passes on to him the effect of the answer. 
Implied consent can only arise from particular circum- 
stances, and it is to be doubted whether some of the 
inquiries made and answers given can be justified in strict 
law if one applies Lord Atkins’ test. At least, it may be 
said that a post facto communication to the customer that 
such an inquiry has been answered can afford no justi- 
fication, unless he expressly ratifies it. And Lord Justice 
Scrutton doubts whether it would be any defence to a 
complaint of disclosure to say that the disclosure was 
made in the interests of the customer—at any rate, when 
the customer can be consulted in reasonable time and his 
consent obtained. 


British Ships as a Banking 
Security. IV 
By P. D. Willcock 


EFFECT OF REGISTRATION UPON PRIORITY 


Tt prompt registration of the mortgage deed at 
the port of registry is of paramount importance, 
and is essential to the security of the mortgagee, 
for a mortgage takes its priority from the date of pro- 
duction for registration and not from the date of the 
instrument. Thus, where there are more mortgages than 
one in respect of the same ship, the mortgagees will rank 
in priority one over the other, according to the date at 
which each instrument is recorded in the register book, 
andinot according tofthe date of each mortgage itself. 
Moreover, this rule will prevail notwithstanding any 
express, implied, or constructive notice a registered 
mortgagee may have had of the existence’ of a prior 
unregistered mortgage at the date when he registered 
his own charge, and no notice of any trust can be 
entered in the register book. 
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EQUITABLE MORTGAGES 


Inasmuch as equitable interests in a ship may be 
enforced in the same manner as those in respect of any 
other personal property, it follows that equitable mort- 
gages of ships are valid without registration as against 
all persons except registered transferees and mortgagees. 
For example, the deposit of a builder’s certificate of an 
unfinished ship by way of security will constitute an 
equitable mortgage, as also will the deposit of a registered 
mortgage. The risk involved in accepting a mere 
equitable charge as a banking security is, however, 
obvious; for in the first place such a charge is liable 
to be defeated by a subsequent transfer or mortgage 
duly registered under the Act. Thus in Black v. Willams 
(1895), 1 Ch. 408 


the holders of floating debentures giving an 
equitable charge on certain steamships were post- 
poned to persons having a subsequent registered 
legal mortgage on the same ships, though the 
latter had notice of the debentures when they 
took the mortgages ; but though the trust for 
the debenture-holders could not be recognized 
as against the registered mortgagees, it remained 
valid and enforceable for other purposes. 


In the second place a mere equitable charge will rank 
subject to any prior rights in equity affecting the title of 
the mortgagor, and where the deposit of the Builder’s 
certificate is accepted by way of security, the mortgagees 
title will, of course, be subject to the Builder’s pos- 
sessory lien on account of work done and material 
supplied. _ The risk involved in accepting a mere 
equitable charge as a banking security is, however, 
obvious; for such a charge is liable to be defeated not 
only by a subsequent transfer or mortgage duly registered 
under the act, but also by any prior rights in equity 
affecting the title of the mortgagor. Further, before the 
usual remedies of a mortgagee, such as his power of sale, 
becomes exerciseable, either recourse to the court will 
be necessary if the mortgagor declines to complete the 
banker’s title or the concurrence of every prior mortgagee 
may have to be obtained. 
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SALE BY A CUSTOMER TO A FOREIGNER OF A SHIP WHICH 
IS MORTGAGED TO HIS BANKER 


When a ship has been mortgaged to a banker by 
way of security for advances, the banker is frequently 
equested by his customer to give his assistance and 
co-operation in carrying through a contract of sale. 
There is here no question of any default having been 
made by the customer, and the customer merely desires 
to sell the ship upon the understanding that the banker’s 
advances are to be repaid out of the proceeds of sale. 

There are a variety of ways of carrying out a sale of 
this kind, but whichever method is adopted it is of great 
importance when the ship is being sold to a foreigner, 
if the interests of both the banker and his customer are 
to be safeguarded, that the Register at the English port 
of registry should never be closed until the purchase 
money has been paid over. The reason is that upon the 
closing of the register the right to assume the character 
of a British ship, including the right to fly the British 
flag, ceases, and the ship would be crossing the seas 
without any nationality at all and without the right to 
the protection a British ship enjoys. Further, in such 
circumstances the marine insurance rights might be 
prejudiced. For, although by section 37 of the Marine 
Insurance Act, 1906, there is no “implied” warranty 
as to the nationality of a ship, or that her nationality 
shall not be changed during the risk, nevertheless it 
might well transpire that the policy relied upon had been 
issued upon the faith of a representation that the vessel 
was sailing under the protection of the British flag, or 
that it contained an ‘‘ express ’’ warranty to that effect. 
Should that be the case, the insurers would have grounds 
for claiming that the policy was void, as they succeeded 

in doing in the case of the ‘‘ Spathari’’ (1925), 69 Sol. 
Jo. 776. 

in this connection it should be born in mind that whoever 
transfers a British ship to a foreigner is under a statutory 
duty to write to the registry notifying the sale, whereupon 
the register will be closed. Hence it is advisable to defer 
sending such notification to the registry until the purchase 
money has been received from the foreign purchaser. 

If it is desired to arrange a completion of the sale 

abroad the transaction can be arranged in the following 
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manner :—The banker may at the request of his customer 
discharge his mortgage and have such discharge entered 
at the registry. The customer is then in a position to 
execute a clean bill of sale (free from incumbrances) in 
favour of the foreign purchaser. This bill of sale can 
then be handed by the customer to his banker with 
instructions to send the same out to the latter’s banking 
agent at the foreign port where the ship is to be handed 
over, with instructions to hand over the bill of sale upon 
receipt of the purchase money. For the satisfaction of 
the foreign purchaser, the bill of sale may be accompanied 
by a “ transcript’ of the English Registry, showing the 
ship as being free from encumbrances. Upon receipt of 
notice by cable from the banker’s foreign agent that the 
purchase money has been received, notification of the 
sale will be sent to the English registry and the register 
will then be closed. A Closed Registry Certificate can 
then be obtained which foreign purchasers frequently 
require to be sent to them. The only title they need is 
the clean Bill of Sale, together with this Closed Registry 
Certificate. It may be added that a banker will usually 
only agree to discharge his mortgage, thereby facilitating 
the completion of the sale in this manner in cases where 
he has complete confidence that his customer will in due 
course hand him the clean bill of sale Moreover, an 
agreement and indemnity to that effect will usually be 
taken by the banker from his customer, whereby the 
customer not only undertakes to hand the bill of sale 
and transcript of register to the banker to be sent to the 
latter’s foreign correspondents, but also undertakes that 
in case of default by the prospective buyer, or in case 
the sale should not take place, to execute a fresh mortgage 
in the banker’s favour. 

As an alternative method of carrying through the 
sale of a ship to a foreigner, the banker could sell as 
mortgagee (obtaining the usual letter of request to do so 
from his customer), forwarding the clean bill of sale to 
his banking correspondent abroad to be handed over 
against receipt of the purchase money. 

Upon receipt of advice that the purchase money had 
been received, the banker would then be under a duty 
to notify the English Registry that the ship had been 
sold to a foreigner, whereupon the Register would be 
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closed. It may be added that should it be decided to 
arrange to complete the sale of the ship in England, the 
procedure would be much the same, and the banker 
could either discharge his mortgage, thereby enabling 
his customer to execute a clean bill of sale to the pur- 
chasers, or the banker could, at the customer’s request, 
exercise his power of sale as mortgagee, and himself 
execute a bill of sale in favour of the purchasers 


CERTIFICATE OF SALE 


When a ship is being sold to a foreigner and is to be 
handed over at a foreign port, there is still another method 
of completing the sale, namely, by means of a certificate 
of sale, which is granted by the registrar at the ship’s 
port of registry on the application of her registered owner. 
This certificate of sale, known as Form No. 17, sets out all 
particulars and measurements of the ship on one side, 
and on the other side contains a power of attorney 
which can be executed by the banker as mortgagee, in 
favour of his agent abroad, authorizing that named agent 
to dispose of the ship in accordance with the directions 
there given. This agent will then be able to execute 
abroad a bill of sale in favour of the purchaser. The issue 
of a certificate of sale is entered upon the English register. 
The advantage of adopting this method and disposing 
of the ship by a certificate of sale is that it enables the 
Bankers’ mortgage to be kept on the English register 
right up to the time of the receipt of the purchase money 
abroad, after which, the sale will be notified to the registry 
and the register closed. 

Lastly, the consent of the Board of Trade was required 
whenever a British ship was transferred to any person 
not qualified to own a British ship or toa foreign-controlled 
company by the British Ships (Transfer Restriction) Acts 
of 1915 and 1916, and the provisions of these Acts were to 
remain in force during the continuance of the war and for 
a period of three years thereafter. 


FEES ON REGISTRATION, TRANSFER AND MORTGAGE 


Documents transferring the property in a ship or 
share, or mortgages, do not require stamping, but the 
following fees are payable under the Merchant Shipping 
Mercantile Marine Funds Act, 1898, and First Schedule, 
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as amended by Fees (Increase) Act, 1923, First Schedule, 
on the registration, transfer and mortgage of ships :— 


REGISTRATION 


On initial registry— £ s. d. 
Vessels under 25 tons gross ; 20:0 

» from 25 to 50 tons gross... 210 0O 

a » 50 to 100 “a eon 3 0 0 

100 to 200 ,, os 4 0 0 


>” ” 


with {1 for every additional 100 tons or fraction of a Ioo. 


TRANSFER AND MORTGAGE 


On transfer, transmission, registry anew, transfer of 
registry, mortgage, and transfer of mortgage. 

According to the gross tonnage represented by the 
ships or shares of ships transferred, etc. (e.g. the transfer 
of a 1/64th share of a ship of 6,400 tons is to be reckoned 
as a transfer of 100 tons) and a fee is payable on each 
bill of sale (Harrowing Steamship Company v. Tooley 
(1900), 2 Q.B. 28). 


£ s. d. 
Under Io tons 0 5 0 
Io tons and under 20 010 O 
20 - — 015 0 
30 - a 2 I 0 0 
40 ” » 50 I 5 0 
50 ” » 75 IIo o 
75 ‘a ,, 100 ive ial — £2 @ 
100 » 125 200 


and a further fee of 5s. for every additional 50 tons, 
or part of 50 tons, up to 500 tons, after which 5s. for 
every 100 tons, or part of 100 tons. 

A knowledge of the method by which these fees are 
calculated may prove useful, inasmuch as the actual cash 
representing the fees payable is required to be handed in 
at the registry when the documents are lodged for regis- 
tration and cheques are not accepted. 

Finally, both trouble and delay will be avoided by 
lodging the documents with the registrar for approval 
before they are executed, and asking him to confirm the 
amount payable in respect of fees; for if there is any 
technical irregularity in drawing the documents they 
cannot be registered. 
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International Banking Review 


UNITED STATES 


UMOURS as to pending bank amalgamations of 
R great importance continue, but so far nothing has 
happened to confirm them. It is alleged that 
Messrs. J. P. Morgan and Co., who already control the 
Guaranty Trust Co., the Bankers Trust Co., and the 
New York Trust Co., may acquire an interest in the 
National City Bank, and that they intend to bring about 
the amalgamation of that institution with one or several 
of the other banks they control. According to another 
version of the rumour, there is to be no amalgamation, 
but there will be important changes in the management 
of the bank. It is stated that Mr. Parker Gilbert may 
become associated with the bank. All these rumours 
should be received with great reserve, although it is con- 
sidered in well-informed circles as highly probable that 
the next year or so will witness very important changes 
in New York banking. 

The failure of four Florida banks—including an old- 
established institution—indicates that the weak spot in 
the American banking system is the State of Florida, 
where banks have already been weakened by the real 
estate slump that followed the boom in 1926. It is not 
surprising that some of them cannot survive the fresh 
blow represented by the Wall Street slump and the 
adverse trend in trade which was bound to affect the 
pleasure resorts of Florida. 


FRANCE 


It is understood that French banking interests have 
approached London banking firms with the idea of estab- 
lishing close co-operation in the matter of acceptance 
credits. They would be willing to participate in credits 
arranged by the London firms. Although the idea of 
co-operation appeals to London banking circles, they 
hold the view that it should manifest itself in the joint 
issue of foreign loans, rather than in acceptance credit 
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operations. Since the war, the limits of acceptance credit 
facilities of the London market have widened consider- 
ably as a result of the increased activities of joint-stock 
banks in that domain. In spite of the low discount rate, 
which attracted a fair amount of business in London, 
most banks and acceptance houses are in a position to 
increase the volume of their credits, so that there is no 
reason for them to pass on part of the business to French 
houses. It is true that in the case of exceptionally large 
amounts, the London houses like to include others to 
share the risk ; but, even for such occasions, the idea of 
including Paris firms is not very attractive. Experience 
has shown that it is difficult to obtain quick decision from 
French banks, who have to submit even small trans- 
actions to the approval of their boards. In any case, the 
amounts they eventually agree to take over is likely to 
be small—for French banks are not accustomed to deal in 
such big individual figures as British banks—so that it 
would not be worth while to delay the decision for their 
sake. 

The domain where co-operation would be rather 
welcomed is that of the issue of foreign loans. During the 
last few months, however, on at least two occasions—the 
Japanese and the Sao Paulo loans—it proved impossible 
to obtain the participation of the French banking groups, 
and prolonged negotiations had a negative result. 

The net profits of the Banque de 1]’Algerie for the half 
year ended April 30 was 25,377,249 francs, against 
23,725,602 francs for the corresponding period of the 
previous business year. The Banque des Pays de 
Europe Centrale earned a net profit of 10,353,000 francs 
for 1929, against 10,242,000 francs for 1928. The dividend 
remained unchanged at 6 francs per ordinary share. The 
Banque Nationale Francaise du Commerce Exterieur 
earned a net profit of 3,526,000 francs for 1929, as com- 
pared with 3,344,000 francs for 1928. 


GERMANY 


The wave of small bank failures has ceased, but the 
situation is far from satisfactory. The amalgamation 
movement does not make adequate progress, as, in spite 
of the changed conditions, many of the small firms are 
anxious to retain their independence ; in most cases it is 
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only those which are in difficulties that want to be 
absorbed by other banks, and, naturally enough, in such 
— it is difficult to find any bank willing to absorb 
them. 

In spite of the difficult year in Frankfort banking, the 
Frankfurter Bank increased its net earnings from 
343,000 reichsmarks in 1928 to 391,000 reichsmarks in 
1929. Its dividend remained unchanged at 7 per cent. 
The net profits of Von de Heydt’s Bank A.G. Berlin—the 
capital of which was increased by the Thyssen group 
from 500,000 reichsmarks to 16,000,000 reichsmarks in 
1928—amounted to 1,240,000 reichsmarks in 1929, against 
640,000 reichsmarks in 1928. The dividend remained at 
6 per cent. The Hamburgische Bank von 1923, which 
was reconstructed last year with the object of partici- 
pating in export credit schemes and other special financial 
operations, closed the first business year since its recon- 
struction with a net loss of 36,000 reichsmarks. 


SWITZERLAND 


An agreement has been concluded between the Union 
Financiére de Genéve, the Banque de Dépdéts et de Crédit, 
and the Comptoir d’Escompte de Geneve for the close 
co-operation of the three institutions. According to the 
official announcement, each of the three banks will retain 
its independence, but there will be an interchange of 
directors. The first two banks are controlled by a number 
of Geneva private banking firms, so that the arrangement 
results in the pooling of the predominant part of the 
banking resources of Geneva. While the Union Financiére 
is a financial house, the two other banks are commercial 
banks, but in accordance with custom in Switzerland, 
they take an active part in security transactions. The 
view is held that the arrangement foreshadows an amal- 
gamation of the three banks. The capital of the Comptoir 
d’Escompte de Genéve is 60,000,000 francs, that of the 
Union Financiére de Genéve 50,000,000 francs, and that 
of the Banque de Dépéts et de Crédit 15,000,000 francs. 


HOLLAND 

The net profits of the Nederlandsche Bank for the 
business year 1929-30 amounted to 13,680,000 guilder, 
against 13,530,000 guilder for 1928-29. The dividend has 





SEE ET DTI PEL EL TPM TL DY OO 











INTERNATIONAL BANKING 37 


been fixed at 12 per cent., against I1’9 per cent. last year. 
In his annual report, Dr. Vissering made some interesting 
remarks on the attitude of central banks as to the buying 
and selling of gold. He divided them into three groups, 
according to whether they are under obligation to buy 
and sell gold at a fixed price, whether they have only 
to buy gold at a fixed price, or whether they have only 
to sell gold at a fixed price. The Netherlands Bank buys 
and sells gold at a fixed price, but its exports are limited 
to countries with a free gold market. A large number of 
central banks have the option of selling foreign exchange 
instead of gold. In the case of the Bank of Poland, the 
buying price is not known. The Swiss National Bank is 
not under a definite obligation to buy gold. In the course 
of 1929 and 1930, gold was withdrawn on several occa- 
sions from the Netherlands Bank for France. On the 
other hand, in 1929, the Netherlands Bank bought 
10,000,000 guilder from the Reichsbank at the latter’s 
request. It has also acquired from the Javasche Bank 
23,000,000 guilder. 

The net earnings of the Amsterdamsche Bank 
amounted to 7,670,000 guilder in 1929, against 7,630,000 
guilder in 1928. Its dividend remained unchanged at 
g$ per cent. Deposits declined from 83 millions to 75 
millions. The net profits of the Twentsche Bank 
amounted to 4,290,000 guilder, which is slightly higher 
than last year. The Bank voor Handel en Scheepvaart, 
Rotterdam, earned a net profit of 3+ millions, the same as 
last year. The net profits of the Nederlandsche Bank voor 
Zuidafrika amounted to 670,000 guilder for 1929, or 
slightly more than in 1928. 


LUXEMBOURG 


The Internationale Bank increased its net profits from 
3,540,000 francs to 3,720,000 francs in 1929. The report 
states that, as a result of the new law governing holding 
companies, the bank assisted in the establishment of a 
large number of foreign holding companies. The divi- 
dend on the preference shares remained at 5 per cent., 
while that on the founders’ shares has been passed. The 
special account for losses on German marks has been 
reduced to 9,970,000 francs, against 12,080,000 francs last 
year and 23,890,000 francs in the previous year. 
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SPAIN 

The net profits of the Banco Mercantil de Santander 
declined from 3,535,000 pesetas in 1928 to 2,923,000 
pesetas in 1929. The dividend remained unchanged at 
18 per cent. The Banco Urquijo Vascongado earned a 
net profit of 967,000 pesetas in 1929, which is slightly 
lower than its profits for the previous year. The dividend 
remained at 6 per cent. The Banco Commercial de 
Tarrasa earned 486,000 pesetas in 1929, against 502,000 
pesetas in 1928. The net profits of the Credito Navarro 
declined from 1,280,000 pesetas in 1928 to 1,181,000 
pesetas in 1929. The dividend remained unchanged at 
15 per cent. 

AUSTRIA 


There was an all-round reduction of the dividends of 
the Austrian banks. The Oesterreichische Credit-Anstalt 
reduced its dividend from Io per cent. to 84 per cent. Its 
net profits declined from 10,490,000 schillings to 9,230,000 
schillings. Its balance sheet does not include the figures 
of the Bodencreditanstalt, as, although the amalgamation 
took place on November 14, 1929, the liquidation had not 
reached by December 31 a sufficiently advanced stage 
to enable the absorbing institution to combine the balance 
sheets of the two institutions. Negotiations are in pro- 
gress for the sale of the industrial share holdings taken 
over from the Bodencreditanstalt. 

The Niederoesterreichische Escompte - Gesellschaft 
lowered its dividend from 12 per cent. to 10 per cent. It 
is increasing its capital from 37,500,000 schillings to 
53,500,000 schillings, to absorb a holding company of 
electrical shares, the Vereinigte Elektrizitaet A.G. This 
company has been controlled for some time by the 
Escompte-Gesellschaft. 


CZECHOSLOVAKIA 


The net profits of the Bohmische Union-Bank, which 
absorbed the Allgemeine Bohmische Bankverein last 
year, amounted to 33,810,000 crowns for 1929, or a slight 
increase over 1928. The proposed increase of the bank’s 
capital from 200 millions to 250 millions has been post- 
poned, and the fusion has been carried out with the aid 
of shares held in the bank’s own portfolio. As a result 
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of the fusion, deposits increased from 1,097 millions to 
1,457 millions. A considerable part of the foreign credits 
previously obtained were repaid during last year. .The 
dividend has been maintained at Io per cent. 

The Bank for the Czechoslovak Legions has acquired 
a controlling interest in the Slovakian General Credit 
Bank, Bratislava. The bank was established after the 
war to take over the Slovakian branches of the Hun- 
garian General Credit Bank. 


YUGOSLAVIA 

The resignation of the general manager of the Yugo- 
slav National Bank, Dr. Novakovitch, and the appoint- 
ment of Count Kulmer as his successor, resulted in an 
important change in the policy of the bank. Up to now, 
it is said, the National Bank favoured banks situated 
in the old kingdom, and neglected the banks situated in 
the new provinces. The change in the management will 
result in a more even distribution of rediscount facilities. 
While up to now Zagreb banks only obtained 3 per cent. 
of the total credit so granted, henceforth they will obtain 
20 per cent. The Privileged Agrarian Bank will obtain 
a credit of 200 millions at 4 per cent. Special credit 
facilities will be given for exporters. 


ROUMANIA 

The net earnings of the Banca Chrissoveloni, in which 
British capital is interested, remained unchanged at 
45,800,000 lei for 1929. The balance sheet shows a 
reduction of rediscounts with the National Bank and a 
considerable increase of rediscounts abroad. The re- 
organization of the bank’s industrial participations is 
making good progress. The Swiss and Roumanian 
Bank, Bucharest, earned a net profit of 16 millions, or the 
same as last year. Its dividend remains unchanged at 
12 per cent. The Banque Franco-Roumaine, which 
suspended payments some time ago, has been declared 
bankrupt. Its liabilities amount to 900 million lei; its 
creditors include a number of French, British, Belgian, 
American, and Czechoslovak banks. 


ALBANIA 


The dividend on the Albanian National Bank remains 
unchanged at 5 percent. The note circulation increased 
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during 1929 by 1,440,000 francs to 11,540,000 francs. The 
gold reserve remained practically unchanged at 1? 
millions, while the foreign exchange reserve increased by 
212 millions to 184 millions. There was a considerable 
increase of deposits and current account balances. 


GREECE 


According to the new banking law, the paid-up 
capital of a bank has to be at least 15 million drachmas. 


Banks have to assume the shape of joint-stock com- . 


panies, and the existing private banks have to be con- 
verted into joint-stock companies within five years. The 
banks have to keep a reserve with the Bank of Greece 
equal to at least 7 per cent. of the deposits they hold. It 
is forbidden to lend to any single borrower any amount 
in excess of 20 per cent. of the share capital of the bank. 
The banks are forbidden to grant any loans to their 
directors and managers except with the permission of 
their shareholders’ meeting. 


BULGARIA 


The annual report of the National Bank of Bulgaria 
gives an account of the difficulties of the country during 
1929. The foreign exchange holding of the bank declined 
during last year from 2,736 million leva to 1,063 million 
leva. At the same time, discounts increased considerably. 
In July last the bank had to raise its rediscount rate to 
ro per cent. The net profits of the bank increased from 
70,504,000 leva in 1928 to 169,933,000 leva in 1929. 

There have been several bank fusions among provin- 
cial banks. The Banque de Commerce and the Banque 
de Credit, both of Tirnovo, amalgamated under the name 
of Banque de Credit et de Commerce, Tirnovo. The 
Banque de Conimerce de Nova Zagora and the Banque 
de Nova Zagora amalgamated under the name of Banque 
Commerciale de Nova Zagora. Twenty-four popular 
banks in Sofia have been amalgamated into one 
instituiion. 


TURKEY 


The new banking law provides for the establishment 
of the Banque Centrale de la Republique de Turquie. 
The Government will pass on to the bank all its gold 
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assets, and will institute a levy of one per cent. on the 
Budget and a special tax of 20 per cent. on the earnings of 
joint-stock companies for the purpose of increasing the 
gold reserve. The capital of the bank is £T.25,000,000, 
divided into 250,000 shares. The bank will act as the 
agent of the Treasury. An organizing committee will be 
formed, on which foreign interests will be represented by 
one member. 


CHILE 


The net profits of the Central Bank of Chile for 1929 
amounted to 21,480,000 pesos, against 18,720,000 pesos 
for 1928. The note circulation increased from 334 
millions to 351 millions, while the reserve ratio is 96°9 
per cent. 


‘American Banking Self-Analysis 
By H. Parker Willis 


S the current session of Congress draws towards a 
close, more and more is being thought about the 
banking situation and the problem of legislative 

action with respect to it. An important step has been 
taken by the Senate during the past month. Notwith- 
standing severe pressure from financial interests, it has 
called for and has had reported to it the long-awaited 
resolution prepared by its Banking and Currency Com- 
mittee, which provides for a full and complete study of 
the present banking problem and for the preparation of 
legislation designed to remedy existing evils. This means 
that the Senate has now committed itself to definite action. 
The resolution already referred to has permitted the 
appointment of a committee of five members, headed by 
the former Secretary of the Treasury, Glass, now Senator 
from Virginia and formerly the Chairman of the Com- 
mittee which reported the Federal Reserve Act. The 
Committee represents the various political elements in the 
Upper Chamber, and appears to be unanimously inclined 
to carry on a reasonably careful inquiry into actual 
banking conditions with a view to proposing legislation. 
As to what such legislation will be, present information 
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permits only a forecast, although Senator Glass has 
arranged to introduce a measure which would alter in 
some respects the relationship between the Reserve 
System and the stock market, and would also tend to elimi- 
nate from the Reserve Act several provisions which have 
been found dangerous. This bill is now under considera- 
tion by members of the Senate who are interested in the 
matter, and will, no doubt, form the basis of the discus- 
sions and investigations which the Senate Committee 
expects to conduct. A sufficient fund has been provided 
by the Senate Committee on Accounts to permit the sum- 
moning of witnesses at public expense, and the payment 
of necessary outlays for statistical and other services. 
While open hearings on the points at issue will not be 
begun until next November, the intervening months will 
be occupied with preparations and preliminary studies 
intended to lay a foundation for steady progress when 
the work is actually undertaken. It may thus be possible 
to obtain legislation in the Upper House during the short 
session of Congress next winter, though much depends 
upon the result of the November elections. Meanwhile, 
the House of Representatives has, during the past few 
weeks, carried on an investigation which has been 
designed to indicate approximately where popular 
opinion stands at the present time on one important 
phase of the banking problem. This inquiry was begun 
largely because of the feeling that there was unrest and 
dissatisfaction throughout the country based upon the 
failure of the banking system to function more satisfac- 
torily during the panic. It was thought best, therefore, 
to make a gesture of inquiry or study, and this gesture 
brought with it as a consequence a mild effort to ascertain 
the prevalent view of the community with respect to 
certain present problems, notably those relating to bank 
organization. In order to understand exactly what has 
been done, it is necessary to recall that within the past two 
years very great changes in American banking structure 
and method have taken place, and that, as a result, 
decided alterations of opinion have been recognized. 
Thus, originally, the traditional attitude of American 
bankers has been opposed to branch banking, as well 
as to inter-bank control, and while it has been true, 
in years past, that a number of banks organized 
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security companies or trust companies, whose shares 
were owned simultaneously with those of the parent 
institution, and that, in other cases, holding companies 
were established for the purpose of obtaining control of 
two or more banks, these have been exceptional cases, 
and not ruling conditions. Lately, however, there has 
been a slow growth of branch banking under permissive 
statutes passed by the several States, while to these was 
added, in 1927, the so-called McFadden Act (of Congress), 
which authorized the establishment of branches by 
national banks within their own city limits. The result 
has been the creation of about 3,500 branch banking 
offices, nearly all of them local in character, although in 
States like California, where state-wide branch banking 
has been permitted, the actual area so covered has been 
considerable. Again, within the past two years, there has 
been a great growth of what is called chain banking (joint 
ownership by an individual or a holding company of a 
series of institutions) and of group banking (exchange of 
the shares of a holding company for the shares of several 
banks thus jointly owned, as in chain banking, or acquisi- 
tion of controlling interests in several banks by an 
individual, or group of individuals, who then proceed to 
direct these institutions according to a common policy). 
The rapid emergence of branch, group, and chain 
banking is illustrated by the study made by the American 
Bankers’ Association in the summer of 1929. This study 
shows that upwards of 1,800 banks and about 
$14,000,000,000 of bank assets were at that time con- 
trolled under the chain or group plans. The outcome of 
these changes, of course, has been to strengthen the body 
of opinion which has favoured branch banking, and, at 
the same time, to develop a new, strong group favourable 
to chain and group banking. On the other hand, both 
State and national bank authorities have felt that they 
were losing control over the institutions committed to 
their care, due to the fact that these institutions were now 
so largely directed by holding companies, organized 
outside their jurisdiction; while a more substantial 
objection has been furnished through the effect of group 
and chain banking upon the double liability of share- 
holders which is still relied upon, in case of failure, to 
furnish some protection to depositors. 
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Out of the latter considerations has come a decided 
change of front on the part of the United States Govern- 
ment. Federal banking authorities have been generally 
opposed, for many years past, to branch banking, not 
only because of the fact that it is not recognized under 
the National Banking Act, but also because of their fear 
that the gradual spread of either branch or group banking 
would tend to lead banks to surrender their national 
charters and to substitute for them new ones obtained 
under the laws of some individual State. At the 
opening of the current session of Congress (December 
1929) the present Comptroller of the Currency came 
forward with a report in which he plainly called for the 
grant of authority to national banks to establish branches 
wheresoever they pleased within the limits of the Federal 
Reserve district in which they might be situated, or, in 
exceptional cases, at any point within carefully described 
“trade areas,” which might overpass the limits of such 
a Federal Reserve district. This point of view was fully 
presented by the Comptroller to the House Banking and 
Currency Committee, as soon as the new inquiry, to 
which reference has already been made, was undertaken. 
The position thus taken by the Comptroller of the 
Currency was cautiously endorsed by the Secretary of 
the Treasury, and also by the governor of the Reserve 
Board, largely upon the ground that this change was 
necessary in order to prevent loss of banks to the Federal 
Reserve System, and to the National Banking System, 
as well as in order to “strengthen” the banking 
“system” in the abstract sense. This end would be 
attained by permitting the furnishing of sounder and 
better banking facilities in small towns and country 
districts, where hitherto the inhabitants have been 
obliged to rely upon some bank which might, and 
frequently did, fail, with the loss of the funds of its 
depositors, and correspondingly great suffering inflicted 
upon the community as a whole. According to the 
Comptroller of the Currency in his testimony, it had 
been recognized by the Government “that a system of 
branch banking, such as I have suggested, would 
gradually bring about the development of greater 
banking institutions, in the inland commercial centres, 
and in the larger seaports of the country. These banks 
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would be strong enough to resist the ordinary local causes 
of bank failures on account of the great diversity of their 
business. . . . Should Congress adopt such a branch 
banking policy, there should be an expansion and an in- 
tensification of Government supervision. There would 
have to be a more constant contact with management 
policies than is now obtained. The number of banks 
would be less, and it would be easier for the Government 
to supervise and examine more closely and more often 
the operations of such larger institutions.” 

In some respects, this reversal in policy on the part of 
the Government has naturally been very acceptable to 
those who have urged branch banking in years past. 
They have naturally been dissatisfied with the suggestion 
that there should be any limitation upon the location or 
number of branch banks, and the result has been the 
presentation of their point of view, not in the form of a 
protest so much as in that of an amplification or 
broadening of the position already assumed by the Comp- 
troller of the Currency. Thus one witness said of the 
branch bank system: “I would make it nation-wide and 
world-wide. It is coming . . . and you cannot stop it. 

. .[seenoreasonwhy you ... shouldnot... 
permit banks to do what other businesses are doing. . . . 
All of these businesses are on a nation-wide scale,and why 
should not banking be on the same basis? If you do 
that, you can have experts at the heads of the various 
departments, and give a better service to the public.” 

While branch bankers were, on the whole, very 
careful to say that they had no objection to group bank- 
ing, although they consider their own system superior, it 
was evident that this was largely a matter of professional 
courtesy. Indeed, the general argument of the branch 
bankers carried implications strongly adverse to group 
and chain banking. It was, therefore, necessary for 
representatives of the group plan to make their appear- 
ance, and they were afforded by executive officers of 
several of the largest and strongest group systems of the 
country. Possibly the most convincing and influential 
among these latter were the heads of the large system of 
group banking that has been built up in the north-west, 
where the “ North West Bancorporation ” and the “ First 
Bank Stock Corporation” have obtained control of so 
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many small banks that they are now practically able 
to muster a majority of votes in the directorate of the 
Federal Reserve Bank of Minneapolis. The President 
of the “ North West Bancorporation,” in discussing the 
situation, said: “The North Western Bancorporation, 
with its ninety odd banks, all in that part of the world, is 
attempting to retain in our country the unit bank, but 
adding to it all the strength and influence of the group. 
It is nota monopoly. . . . There are so many things 
that this Bancorporation can do and is doing for our 
part of the country, that it is almost impossible to 
enumerate them. . . . Ithas .. .. stabilized our 
banking conditions . . . It is enabling us to finance 
our people at home. . . . It is enabling us to secure 
trusts in these various places where our banks are 
located . . .” With reference to the supposed evils of 
the chain and group system, the argument was strongly 
put forward that they are merely incidental to the estab- 
lishment of a new type of banking, and that they will 
gradually disappear as more experience is obtained in 
the operation of the so-called “ co-operative ” chains and 
groups. Although some of the group representatives 
were entirely unwilling to see Congress attempt any 
control or regulation of the holding companies (estab- 
lished under State legislation), upon which chain and 
group banking depends, there was a more or less reluctant 
concession that some sort of reasonable control might be 
necessary and perhaps beneficial, although what was 
chiefly desired was that the national legislative body 
should refrain from interference. The foundation of the 
demand for chain and group banking was quite frankly 
found in the limitations and dangers of the old unit bank 
system. 

The large banks of the cities, and particularly of New 
York, had been inclined to hold aloof from this whole 
discussion, and to say as little about it as possible. Asa 
result of the urgency of the Committee, however, two 
well-known New York bankers, Messrs. George W. 
Davison, president of the Central Hanover Trust Com- 
pany, and Mr. Albert H. Wiggin, chairman of the Chase 
National Bank, thought it best to appear before the 
Committee, and state their views. Both these institutions 
are old and long established, with great numbers of 
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“correspondent” banks throughout the country—small 
banks which leave their spare funds with the city institu- 
tions for investment, depend upon the latter for loans 
and other accommodation and advice, and generally 
maintain a kind of informal branch relationship with 
them. The Chase Bank alone has some seven thousand 
such correspondents in the United States. Both of these 
large New York institutions, undoubtedly representing 
the general feeling among others of the same group, 
expressed a desire to have conditions maintained sub- 
stantially as they are. They were satisfied with the corre- 
spondent system, and Mr. Davison was of the opinion 
that the introduction of branch banking over large areas 
would almost inevitably result in speculative operations 
designed to buy up and hold the smaller country institu- 
tions, large city banks vieing with one another in the 
extension of the branch system in that way; while out 
of such conditions, he thought, would grow very serious 
dangers. Mr. Wiggin, on the other hand, expressly stated 
that his institution had no desire to go into the branch 
field, although, in the event that Congress were to estab- 
lish a branch banking plan, it might easily be driven to 
do so. In that case, it would find it necessary to meet 
other city institutions on their own ground, entering into 
the competition with them for new branches and consoli- 
dations. Both bankers emphasized the necessity of 
sound, conservative banking along present lines, and for 
the avoidance of speculative securities operations. The 
testimony was somewhat unexpected by the community, 
owing to the opinion that has been so generally enter- 
tained that city bankers, especially those of New York 
City, are very desirous of bringing about a nation-wide 
control of banking, and have been disposed to view 
branch banking as a means to that end. 

The investigation (the testimony already being partly 
published) has brought forward a large mass of material 
as to the technique and methods employed in both 
branch, chain and group banking, and has revealed a 
good many corporate devices that are open to con- 
siderable criticism. It has, however, indicated several 
recent developments in connection with the newer types 
of banking that place them in a rather more favourable 
light than hitherto. Where the management of holding 
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companies has been good, the effect of such banking has 
frequently been, it is now clear, to substitute a more 
responsible and permanent type of institution than could 
be afforded under the unit system, in which banks were 
prone to consolidate, go out of business, fail, or merely 
close (their officers frequently disappearing), almost 
overnight. On the other hand, the discussion has 
developed some serious dangers of branch banking that 
have not been very much emphasized in the past. One 
of these is the prospect which seems to be distinctly well 
marked, that not a few city banks of large size may 
establish branches primarily for the purpose of selling 
securities. Since the parent offices have engaged in this 
kind of business for some time past it is to be supposed 
that the branches would do likewise, and that instead of, 
as assumed by many, assuring good banking service to 
the communities in which they were situated, they would 
bring about an active securities exploitation, and conse- 
quently the withdrawal of spare funds and savings for 
transmission to distant points. 

It has thus become evident that the branch banking 
system, instead of necessarily providing a safer and 
better-managed plan of banking, might simply serve as 
a means of renewing and intensifying the stock market 
activity of recent years, carrying it further and further 
into the interior, and gradually debauching the entire 
public from one end of the country to the other, by 
drawing more and more individuals into the speculative 
maelstrom. On the other hand, the unsatisfactory 
character of present-day American banking has been 
more than ever evident. It has become plain that the 
public at large, instead of being indifferent to the evils 
of the unit bank system (with its upward of 5,000 failures 
in the past five years), is in fact desirous of finding some 
substitute for it, and under proper conditions is prone to 
turn to some one of the new types of banking as affording 
a certain measure of relief. It has seemed to be evident 
that the continued maintenance of the present unit 
system is practically out of the question. The Comp- 
troller of the Currency has estimated that, at a compara- 
tively recent date, there were fully two thousand national 
banks which were not making profits. Apparently, then, 
the continuance of present conditions means necessarily 
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the continuance of numerous failures, the absorption of 
small banks by groups and chains under somewhat extra- 
legal conditions, and the gradual loss of hold over the 
banks by both the Federal and the State supervisors 
of banking. 

The investigation which has thus been made by the 
House of Representatives Committee, although it is not 
likely to eventuate in any definite proposal, and 
certainly not in any legislation at this session of Congress, 
or probably the next, has forwarded the discussion by 
laying the foundation for a part of the work which the 
Senate Committee is to do in the inquiry which it has 
now set on foot. No doubt it will eventually be possible 
to get some kind of co-operative arrangement between 
the two branches of Congress, at least as to the extent 
and scope of the legislation which is to be proposed as 
regards branch and chain banking. At all events, a 
preliminary step has been taken by clearing the ground 
on the question of bank organization—an important 
element in the whole problem. 





The Indian Moneylender 
and the Banks 


HOUGH co-operative credit is slowly gaining 
ground among the Indian peasantry, the organi- 
zation of credit societies may not be hurried ; the 
peasant is not a quick learner, and will misuse a new 
instrument placed in his hands if he has not cautiously 
been trained to apply it rightly. He needs to borrow, but 
has no knowledge of banks. His hereditary source of 
credit is the village moneylender, usually known as the 
sahukar.* This individual is a Hindu or Sikh, seldom a 
Muslim,f and not often of the cultivating castes or tribes. 
Employing a script which is unintelligible to his debtors, 
even if they be literate in the ordinary local tongue, and 
complicating his accounts by devious additions, subtrac- 
* The private Indian banker or financier. 
+ The Pathans of the north-west frontier, disregarding the Islamic 


prohibition of interest, are merciless usurers, and certain other Muslim 
tribes are becoming less strict in the matter. 
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tions and mystifications which have no justifiable basis 
in mathematics or accountancy, he holds the whip-hand 
over the peasant, and soon reduces to permanent 
economic bondage the unwary or unfortunate man who 
once resorts to him. His high rates of interest (25 or 
27% per cent. being normal, and roo per cent. occasional 
at sowing time) do not bring in to him the wealth which 
might be anticipated, for the peasant, too, is wily in 
evasions ; yet such a system of inflated rates and mutual 
chicanery cannot but react unfavourably on the honest 
lender and the honest borrower. In addition to cash, he 
lends cattle and grain, and buys crops, dictating in either 
case his own price, and relying on quick gains to meet the 
losses which must inevitably follow. When, therefore, 
the money-lending grain dealer approaches the urban 
shroff* for additional funds to finance his purchases at 
harvest-time, his accounts with his debtors are so hope- 
lessly obscure and involved that he is unable to offer a 
short-term bill, related to specific goods in a godown 
or warehouse. If from time to time he might do so, these 
transactions would form an inappreciable part of his 
business, and would not dispense him from the obligation 
of borrowing from his shroff for general purposes on a 
personal cash credit. No joint-stock bank, English or 
Indian, can for a moment contemplate accepting the class 
of business or of security which he has to offer, and it is 
thus not surprising that the bazaar rate of the Indian 
merchant world is several degrees higher than that of the 
Imperial Bank or its smaller Indian associates. 

Such is the tangle of agricultural finance in India; a 
tangle not to be unravelled by Gordian methods or by 
applying European solutions. The relation of the 
peasant to the sahukar, of the sahukar to the shroff is 
traditional, and an illiterate peasantry of 300,000,000 
does not lightly change its ways. No less than 300,000 
moneylenders and bankers (1,000,000 persons, including 
the families) are engaged in meeting the peasant’s needs, 
and have every interest in opposing an attempted reform. 
The tenacity of their hold was evident when a measure 
to enforce the registration of moneylenders was brought 


* The smaller moneylender, often also a rural dealer in agricultural 
produce. 
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forward by an elected Indian member in one of the 
provincial legislatures; though finally passed in a 
modified form, which omitted the offensive registration, 
and merely provided for the keeping of simple and 
uniform accounts in an intelligible script, and the 
periodical supply of copies to each debtor, it provoked at 
every stage the most violent hostility on the part of the 
commercial representatives, and was only passed by the 
combination of the elected agriculturists with the official 
vote. If this measure, despite the mildness of the 
penalties which it imposes for failure to keep the pre- 
scribed accounts, is in the end effective, the moneylender’s 
books may be so clarified that a trade bill can be lucidly 
based on them, and the joint-stock banks can finance him 
through the shroffs. Agricultural credit should then be 
somewhat cheaper, but credit is a dangerous privilege to 
be granted to an illiterate and improvident peasant, and 
the ultimate road of escape from his afflictions can only 
be through a change in his own attitude towards expendi- 
ture and thrift. In any case, it will be unwise to presume 
without further experience that the Regulation of 
Accounts Act will be effective in the province of its birth, 
or will be imitated in other parts of India. 

Suggestions are from time to time put forward to the 
effect that the shroff, or indigenous banker, should be 
“linked up” with the joint-stock banking system, but 
such proposals are seldom concrete or detailed. The link 
can only be forged by (1) the indigenous rural bankers 
coalescing into new joint-stock banks ; for this they have 
neither need nor desire, since they are content with the 
existing state of affairs ; or (2) the free use of the real and 
self-liquidating trade bill, which, as explained above, 
cannot beevolved out of the twilight of the moneylender’s 
proceedings. There remains the alarming possibility that 
the Banking Inquiry Committee, recently appointed by 
the Indian Government, may seek to produce a striking 
plan for the benefit of India, and may be stampeded into 
recommending special “agricultural banks” on the 
model of that which in Egypt has proved unsuitable for 
dealing with the petty farmer. Despite repeated warn- 
ings, Indian men of politics and commerce advocate 
grandiose schemes of State finance, or capitalistic finance, 
for the ryot, ignoring the psychological weaknesses and 
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social limitations of the latter, which make it certain that 
he will never repay a remote and magnificent creditor 
who is not before him in the flesh. It is sometimes 
alleged that Indian agriculture lacks credit ; on the con- 
trary, those who are intimately familiar* with the 
economics of the Indian peasant realize that credit is 
far too readily available to him, and that the urgent need 
is to control and guide the credit he enjoys rather than 
to offer him more. Neither the State nor a large agri- 
cultural bank can perform the duty of the rural credit 
society and of the district co-operative banks in training 
the borrower in the meaning of punctuality, and adding 
fibre to his character. Until the co-operative banks have 
spread (slowly, and defying the impatience of political 
enthusiasts) to every village, the sahukar will hold his 
ground, and it is unlikely that the bill market, which the 
Reserve Bank was intended to foster, will be filled with 
short-term agricultural paper. Foreign observers may 
be inclined to argue, from the rapidity with which bills 
were popularized in America after the introduction of the 
Federal Reserve system, that a similar consequence will 
follow in India. The failure of the Reserve Bank in 
South Africa to achieve a like result serves as a warning 
against undue optimism. 

Rural mortgage credit is another class of business 
from which Indian joint-stock banks have hitherto been 
averse. The moneylender, on the other hand, has 
welcomed landed security, which is not liable to sudden 
disappearance, as are the movable assets of a peasant. 
So calamitous, in fact, has been the loss of land to the 
cultivating classes, that in several British provinces and 
Indian States the transfer of agricultural property from 
a cultivator to a member of the non-cultivating classes 
has been prohibited by statute. The Indian moneylender 
seldom improves the land which passes into his posses- 
sion, but rackrents his tenants and consumes the profits. 
The Banking Committee will certainly be invited to 
recommend land mortgage institutions, which have of 
late become a catchword in progressive circles, and are 
regarded as a panacea for many economic ills. Unfortu- 
nately, these banks also, which differ from an agricultural 

* The advocates of Agricultural (capitalistic) Banks in India are almost 
invariably townsmen. 
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bank, if at all, in the longer term of the loans which they 
issue, are of unproved value to India, and should be 
introduced with great caution. The landed mortgagor 
does not, in one case out of a hundred, genuinely wish to 
borrow for the improvement or stocking of his estate, but 
for the clearance of prior debts or the expenditure of new 
sums on domestic and ceremonial objects. The plan of 
the Burmese Government for a great official mortgage 
bank appears now to have been dropped, and the only 
prudent method of granting long-term credit to Indian 
landlords, large or small, is again the co-operative 
method, which secures a certain minimum of social 
pressure on a defaulter. A group of these banks on a 
co-operative basis have been operating for several years 
in Madras and the Punjab, and are now facing the first 
series of defaults. They may succeed in overcoming the 
difficulty, but hasty imitation is undesirable before the 
experiment has been well tried, and promotion by 
Government would be a grievous error. Since, however, 
the Indian market is unaccustomed to absorb long-term 
debentures, a Government guarantee of such mortgage 
debentures, issued by an approved provincial co-opera- 
tive bank with proper safeguards as to a sinking fund, 
may appropriately be granted. 

The unfamiliarity of the market with debentures, 
unless with a guarantee from Government, has hampered 
hitherto the flotation of industrial enterprises. The 
Banking Inquiry Committee has, therefore, to consider 
the advisability of assisting the foundation of industrial 
banks, another catchword in certain Indian circles. The 
only large-scale institution of this class, Tata’s Industrial 
Bank, was after a short life merged in another com- 
mercial bank (the Central Bank of India), and minor 
houses which still include the word “ industrial ” in their 
title do not usually differ from the ordinary Indian joint- 
stock bank. We may take it as generally admitted that 
an industrial bank, engaged in the flotation and financing 
of industrial undertakings, and requiring for the purpose 
a large sum of long-term money, cannot at present estab- 
lish itself in India without Government assistance, 
whether in the form of share capital or of a guarantee. 
If such a policy of State development is to be adopted 
at all, it will be safer for the State directly to support each 
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separate enterprise, making its own terms as to efficient 
management and audit, than to interpose between itself 
and the industries, which it is aiding, a bank which may 
only constitute an additional element of risk. An 
industry, created with State aid, should eventually 
finance itself by debentures, but there is no prospect of 
a debenture market coming into existence in India in 
the near future, and the funds of the State will thus be 
indefinitely locked up. It is to be hoped that the Inquiry 
Committee will be cautious in its recommendations under 
the industrial head. The Indian Government contem- 
plates, in the final stage of the inquiry, calling in a few 
experts of international standing to be consulted by the 
Committee before presenting their final report, and these 
experienced persons will, no doubt, guide enthusiasts 
away from paths leading to disaster. 

It might, then, appear that, if (non-co-operative) agri- 
cultural banks, land mortgage banks, and industrial 
banks are all expedients of doubtful utility at the present 
stage of commercial growth, the Inquiry Committee will 
arrive at few, if any, fruitful conclusions. They will, 
however, no doubt propose the revival of the Reserve 
Bank plan, and it is only by testing to the full the capacity 
of such a bank to create a bill market that the possibility 
of linking up the indigenous shroffs and moneylenders 
with the joint-stock banks and forming a national 
banking system for India can be ascertained. If the 
attempt fails, the Reserve Bank will still fulfil a useful 
duty in maintaining the foreign exchanges and con- 
trolling the paper currency ; but it will then not succeed, 
whether through contraction and expansion of the 
currency, through the Bank rate, or through the pur- 
chase and sale of securities, in ruling the internal trade 
market. Bazaar rates of money will continue to diverge 
from the Bank rate, and the producer will be fleeced as 
hitherto. 

Indian opinion will be conciliated and won over to 
support a central bank, if recommendations are made for 
the banking education of Indians. An Institute of 
Bankers was set up in 1928. Several Universities now 
possess colleges of commerce, and a diploma can also be 
obtained in audit and accountancy, though there is no 
full course in banking. The principal Indian complaint, 
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however, is with regard to opportunities of practical 
experience, and it is alleged that the large European 
banks tend to employ only a European staff in respon- 
sible posts. The charge is no longer true of the Imperial 
Bank of India, which, while raising the number of its 
branches from 60 to 160 in a few years, has trained and 
employed a number of Indian officers. Though the 
policy has not been without its inconveniences to the 
Imperial Bank, public opinion will, no doubt, insist on 
its continuance, and if the Committee further demands a 
full degree course in banking at one or more of the 
Universities, and increased facilities* for sending young 
men to be trained in Europe and America, they will 
satisfy to some extent the wishes of the progressive party. 
The fanatical devotees of a cheap rupee, in the sup- 
posed interests of the export trade, will, of course, 
endeavour to drag a red herring across the trail of the 
investigation, and to mislead the Committee into sug- 
gesting, on the one hand, a revision of the Is. 6d. exchange 
ratio and, on the other, a circulating gold currency. It 
was in pursuance of this will o’ the wisp that individual 
members of the Hilton Young Commission opposed the: 
majority decision in favour of a rupee at Is. 6d. and con- 
tended for 1s. 4d., and the Select Committee on the 
Reserve Bank Bill refused to demonetize the English 
sovereign, and wished tostrike, in adition, an Indian gold 
mohur. A question of dignity is supposed to be at stake. 
Gold in circulation is regarded as the badge of a nation 
in the front rank, and the fact that, in order to retain it in 
circulation, it would be necessary, according to the esti- 
mates of the Indian Finance Department, to sell 700 
million ounces of silver and buy at least £103,000,000 of 
gold, disturbing thereby the exchanges and the equani- 
mity of the whole world, does not shake the confidence 
of partisans. Here, again, the foreign experts, who are to 
be called in, may be trusted to exert a steadying influence, 
and to convince the Committee that to upset an existing 
and settled ratio, or to revolutionize the world’s market 
of the precious metals for the sake of a delusive mark 
of dignity, would in reality be evidence of national irre- 
sponsibility. The more rational Indian merchants and 


* Young Indians are already being trained in English banks at their 
own expense or at the expense of the Indian Government. 
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politicians will realize that violent action is not always a 
sign of strength. The Committee will then be free to 
advocate on behalf of India a sound and non-political 
central bank, an improved scheme of banking education, 
and an extension, in the interests of the farmer, of that 
co-operative banking organization which he understands 
and which he earnestly desires. 


The Stabilization of the 
Indo-Chinese Currency 


By Bertrand Nogaro 


Professor of the University of Paris; Member of the Chamber of Deputies ; 
Late Minister of Education 


HE French Indo-Chinese currency has been stable 
ever since the early days of January, at a rate of 
one piastre for ten French francs. This de facto 
stabilization is the result of measures taken by the 
Ministry of Colonies, which has decided, after having 
sold the silver stock accumulated by the Governor- 
General and the Banque de 1|’Indo-Chine during the last 
few years, to detach the rate of the Indo-Chinese piastre 
from the price of silver, at the moment when the piastre 
rate reached, in the course of its fall, the rate of ro francs. 
This rate of stabilization compares unfavourably with 
the pre-war rate of the piastre. The average rate of that 
currency declined to Frs. 2.30 in 1910 and rog11, but it 
rose to Frs. 2.45 in 1913; as the new franc represents 
about one-fifth of the pre-war franc, the depreciation of 
the piastre as compared with its pre-war value is sub- 
stantial. This may give rise to discussion from an 
economic as well as a technical point of view. It seems 
certain that the Ministry of Colonies, when it took the 
measures necessary for the stabilization, did not think 
it desirable to undertake the revalorization of the piastre, 
and confined itself merely to checking its fall. 
It is necessary to point out that, although the stabili- 
zation of the piastre has been postponed for a long time, 
owing to the conflict between various interests involved, 
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a definite plan had been developing for some time in 
France. It is easy to appreciate, in view of the increasing 
interest of French capitalists in Indo-Chinese affairs, the 
necessity of securing a stable basis for the transfers of funds 
between the motherland and the colony. 

When France established herself in Indo-China, there 
was no other local currency than the ‘‘ sapeque,” a zinc 
currency of very inferior value. The currency used in 
trade with Europe consisted of pesos of various origin, 
especially Mexican pesos. As the bimetallistic system 
was then in existence, the fluctuation of these foreign 
currencies, whose exchange rates followed that of the 
price of silver, was very limited in relation to gold 
currencies. However, after 1873, when the bimetallist 
nations of Europe and America suspended the free 
coinage of silver, this metal depreciated, and ever since 
that year the problem of the monetary relation between 
France and her colony has come to the front. 

A first solution of this problem was attempted in 1878, 
when in the monetary circulation of Indo-China the pesos 
were replaced by 5-franc coins. These coins were some- 
what less weighty than the pesos, but were none the less 
very similar to the money to which the native population 
had already become used. It was not difficult therefore 
to introduce them into circulation. Had it been possible 
to substitute completely the 5-franc pieces for the pesos 
and to prohibit at the same time the import of any other 
kinds of foreign coins, the currency of Indo-China could 
have been stabilized in relation to the French franc, 
similarly to the currencies of the members of the Latin 
Monetary Union. Unfortunately, the introduction of the 
5-franc coins was a slow process and, as the import of 
foreign coins was not prohibited in advance, speculation 
began to be active. Foreign pesos were bought at the 
price of silver, imported into Indo-China and, after chang- 
ing them for 5-franc pieces, the latter were re-exported 
to the motherland, as they retained their fixed value in 
relation to gold. 

There could have been, doubtless, another egg 
to stabilize the rate of the Indo-Chinese currency in 
relation to the French currency. Had the Post Office 
carried out transfers at a fixed rate to and from France 
as was the case in Algiers, the problem of the exchange 
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would have thereby found its solution. To that end, 
however, it would have been necessary to open a credit in 
the motherland for the Indo-Chinese Postal Administra- 
tion, and also that Indo-China should have had a currency 
of its own, and that it should have been impossible to intro- 
duce silver coins or to have silver coined. For, so long as 
Indo-Chinese debtors were in a position to discharge their 
debt by means of silver bought on the basis of current 
market price, the Indo-Chinese exchange could not help 
following the fluctuations of silver, at least when the 
balance of payments of Indo-China closed with a surplus. 

As the French Administration was unable to solve 
in advance the problem of the Indo-Chinese currency, 
it was necessary when the crisis of silver became accen- 
tuated, to attempt to carry out a monetary reform. It 
would have been possible to follow the example of British 
India, the Philippines, Straits Settlements, or Siam. 
Commissions have been convoked in Paris to solve the 
monetary problem of Indo-China, but they merely 
resulted in being the introductory to reforms, consisting 
of various measures taken between 1903 and 1905. It 
was decided to demonetize the foreign pesos, so that the 
Colony should have henceforth an autonomous currency, 
the Indo-Chinese piastre, minted in France and intro- 
duced into Indo-China in a limited quantity, by arrange- 
ment between the Governor-General and the Banque de 
’Indo-Chine. 

This measure was evidently insufficient to secure the 
stability of the Indo-Chinese piastre in relation to the 
franc and other gold currencies. It resulted, however, 
in a curious situation. When the balance of payments 
of Indo-China closed with a deficit, as silver coins were 
the only currency available for external payments, the 
piastre rate followed the fluctuations of silver. When, 
however, the balance of payments closed with a surplus, 
the debtors of Indo-China, being unable to import silver 
or silver coins into Indo-China, had no other means of 
settling their liabilities than that of buying Indo- 
Chinese piastres, and then the rate of that currency rose 
substantially above the price of silver. 

The war of 1914 broke out at the time when a new 
Commission had assembled in Paris to examine the 
situation with a view to completing the monetary reform 
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in accordance with the principles of the gold exchange 
standard. After the war, the steady and almost con- 
tinuous decline of silver which had been going on for 
nearly a century was interrupted by a marked rise. The 
appreciation of the Indo-Chinese piastre had the curious 
consequence of neutralizing in favour of Indo-China the 
rise in prices which took place in countries with gold 
currency. What happened was that goods bought on 
the basis of world market prices cost more in terms of 
gold, but the piastre was worth more in terms of gold than 
before, so that during the period of post-war monetary 
crisis Indo-China enjoyed a remarkable stability of prices. 
Later on, however, silver resumed its downward trend, 
while the currency of the motherland was stabilized. It 
is for this reason that the French Administration has 
once more taken up the idea of the stabilization of the 
piastre. The appointment of M. Pietri who is a pro- 
minent monetary expert as Minister of Colonies, fore- 
shadowed the solution of the monetary problem of Indo- 
China. 

At the moment when the legal and definite currency 
reform is within sight, it is of importance to define the 
nature of the problem, and to analyse the various solu- 
tions which can be arrived at on the basis of past experience. 

First of all, it is necessary to point out that the exist- 
ence in Indo-China of a currency distinct from that of 
the motherland has, in itself, no importance ; that whether 
the monetary unit remains “one piastre’”’ or whether 
its name is changed into “ten francs’ does not in the 
least change the substance of the problem. What is 
important to remember is that the monetary circulation 
in Indo-China consists to-day mainly of silver coins. 
The stabilization of a silver currency presents certain 
difficulties which do not exist in the case of a purely 
fiduciary currency, such as a paper currency. In fact, 
to stabilize a currency in relation to gold, it is necessary 
and sufficient to assure its convertibility at a fixed rate 
into gold and vice versa in accordance with the require- 
ments of external payments; this is the principle of the 
gold exchange standard. If, however, the domestic 
currency consists mainly of silver—as is the case of the 
countries of the Far East—the situation may arise that, 
after a period of depreciation, the value of silver may rise 
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again. In that case, if the commercial value of the metal 
rises above its legal value, it becomes more advantageous 
to export the metal when making external payments 
than to acquire foreign exchange by means of availing 
oneself of the legal convertibility. As a result, the ex- 
change rate will tend to rise and stability will cease. 

There is no doubt that this problem—which has 
arisen many times in countries which stabilized their 
silver currency in relation to gold—is likely to arise also 
in the case of Indo-China, and the fact that the rate of 
stabilization was fixed in January, on the basis of the actual 
price of silver, further complicates the problem. Ad- 
mittedly, the value of silver has declined further since 
then, but it is by no means certain that it will not recover 
again. A stabilization at Frs. 12 or at Frs. 12-50, which 
would have restored for the piastre the parity it had with 
the old French franc, would have undoubtedly eliminated 
to a certain extent the danger to its stability as a result 
of a rise in the price of silver. However, as it was not 
considered expedient to stabilize at such a high rate, it is 
necessary 40 envisage the means to avoid a failure of the 
stabilization at the rate of 10 Frs. as a result of a possible 
rise of silver above its present price. 

There are two possible solutions, which have been 
examined by the Minister of Colonies, who is the promoter 
of the scheme. One of them is to expand as far as possible 
the note circulation of the Banque de 1|’Indo-Chine— 
which was already done during the war—so as to be able 
to replace the silver coins in circulation. The second 
solution is to lower the metallic value of the silver piastre, 
so as to prevent its commercial value from rising beyond 
its legal value in case of the appreciation of the metal. 

In order to give a definite character to the monetary 
reform in Indo-China, it is important to assure beyond 
doubt the convertibility of the local currency, whether 
silver or paper, into gold or into French currency; and 
as the French franc is now safely established on a gold 
basis, the two problems of convertibility in gold and 
convertibility in French francs are practically identical. 
It is, nevertheless, possible to propose the cieation of a 
conversion authority in Indo-China which would assure 
the stability of the piastre in relation to any gold currency, 
or, alternatively, to propose a conversion authority estab- 
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lished in France to secure the conversion of the piastre 
into French francs at a fixed rate. The first system is 
merely the application in Indo-China of the time-honoured 
methods of the gold exchange standard, in an autono- 
mous form. It would be the task of the Colony to utilize 
its gold stock, to replenish it if necessary, or to conclude 
external credits which would enable it to secure in any 
circumstances the reciprocal convertibility of the piastre 
in gold and of goldinto piastres. The safety of the system 
evidently depends upon the relations between the size 
of the gold reserve or of the external credits and the 
possible amounts of external debit balances to be settled. 

The example of other French colonies is, however, 
of a nature as to suggest a somewhat different solution. 
It would be possible to open for Indo-China a current 
account with the Treasury of the motherland, similar 
to those of the other big French colonies. This current 
account, on which the Post Office and the bank of issue 
could draw bills or cheques, would constitute, in reality, 
a kind of conversion office or exchange office, based on 
an unlimited credit. The experience with this system 
was made in the first place by Algiers, which colony 
benefited from the very beginning by the introduction of 
French currency. Nevertheless, if it had been necessary 
for her to settle her liabilities towards the motherland 
entirely out of her own monetary resources, it would 
have undoubtedly fared similarly to other French 
colonies, i.e. it would not have been able to settle all its 
external liabilities during periods when its balance of 
payments had a deficit without a depreciation of its 
exchange, as a result of the impossibility of finding a 
sufficiently large amount of currency to transfer, and the 
necessity of paying higher rates for exchanges drawn on 
the motherland. For reasons of administrative simpli- 
fication, it was decided to open a current account with 
the Treasury of the motherland, thanks to which the 
Colony was able to discharge its debts without difficulty. 
The Administration of the Post Office was the first to 
benefit from the arrangement which enabled it to sell 
transfers from Algiers to France, just as between two 
French cities, without having to trouble to cover its 
transfers by means of buying foreign exchanges at a 
fluctuating rate of exchange. The postal transfers thus 
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played the same part as the foreign exchanges provided by 
the official conversion office, such as is supplied by the 
exchange office of Manila on New York. The Banque 
de l’Algerie benefited also by this arrangement; it is 
thanks to this arrangement that Algiers has never known 
the problem of exchange with the motherland. 

As Indo-China has now a currency of her own, with 
limited coinage, there is nothing to prevent the Post 
Office from supplying postal transfers at a fixed rate if it 
were to possess a current account with the French 
Treasury. The same advantage could be conferred upon 
the Banque de |’Indo-Chine, as has recently been con- 
ferred upon the Banque d’Etat du Maroc and the Banque 
de Madagascar. Evidently, the system of current account 
with the Treasury is practically equivalent to the 
creation of an “ elastic ’’ conversion fund in favour of the 
Colony. 

In conclusion it may be said that the monetary 
reform which has been de facto carried out in Indo-China 
is up to now of a provisional character. It is none the 
less probable that the rate will be maintained at the 
figure at which it was fixed by the Minister of Colonies. 
As the Colony now possesses an independent currency, 
it is possible that the de facto stabilization will be trans- 
formed into a de jure stabilization, and the possibility 
of converting the piastre into foreign exchanges could be 
secured not only by a special reserve constituted by the 
Government or the Banque de |’Indo-Chine, but possibly 
by the opening of a current account with the French 
Treasury. 

The only condition of the definitive stability is that 
the rate at which the piastre has been stabilized and at 
which it will remain convertible into French francs should 
not become sooner or later inferior to the commercial 
value of piastres. This danger will probably be elimi- 
nated by the minting of new piastres of inferior metallic 
contents than the present ones. If this measure were 
not sufficient, the reform could be consolidated by the 
gradual substitution of paper piastres (the notes of the 
Banque de I’Indo-Chine) for the metallic piastres. 
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BURROUGHS 
TYPEWRITER 
ACCOUNTING 
MACHINE— 
The machine with 
most automatic 
features 











BANK MANAGEMENTS: 
An ideal Machine for Branches 


Burroughs Typewriter Accounting Machine is the ideal machine for Branch 
' Banks. It adds and subtracts electrically ; types full description ; accumulates 
! all totals and balances ; records each total or balance by the depression of a 
single key, without the necessity of copying from dials; performs tabulations 
automatically ; records complete date automatically; has a special front 
feed carriage which aligns related forms, recording them simultaneously. 





Burroughs Typewriter Accounting Machine can be used for all Bank 
routine operations —from listing Incoming Clearings to posting the General 
Ledger and taking Trial Balances — preserving at the same time all the usual 
methods of proof. Full information from Burroughs Banks Department. 


Burroughs 


BURROUGHS ADDING MACHINE LIMITED 


Shy ARES 





Chesham House, 136 Regent Street, London, W.1 


Phone : Regent 7061 (8 lines) Branches in all principal cities 
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National Economic Bank 


(Bank Gospodarstwa Krajowego) 


Warsaw 


Y virtue of the order of the President of the Republic of May 30, 1924, 

Journal of Laws No. 46 of 1924, item 477, the Polish National Bank, the 

State Bank for Reconstruction and the Credit Institution of Galician 
Towns were amalgamated into one credit institution bearing the title of the 
National Economic Bank. The Bank enjoys all the privileges granted by 
the respective laws to the amalgamated institutions. It is a Government 
institution enjoying the full rights of juridical entity, entitled to autonomous 
legal representation, and it is empowered to use the armorial bearings of the 
State in its seal. The registered Seat of Office of the Bank is at Warsaw. 
The field of its activities is the whole territory of the Republic of Poland. 
After obtaining the consent of the Minister of Finance, the Bank may 
establish and close branch offices or agencies and correspondents both in 
Poland and abroad. At the moment, the Bank has 19 branch offices in larger 
towns and economic centres in Poland, and agencies and correspondents in 
all parts of the World. 


Accordirg to the Statutes, the following comprise the sphere of activities 
of the Bank: (a) the granting of long-term credits by the issue of Mortgage 
Bonds, Communal and Railway Debentures, and Bank Debentures for the 
requirements of indistry; (b) the support of credit institutions, founded by 
local authorities, savings and communal banks; (c) the fostering of building 
activity and the reconstruction of the country; (d) the conducting of all kinds 
of banking business, having, however, special regard to the needs of the State 
and State undertakings and local government and their undertakings. 


The supreme control of the Bank is vested in the Minister of Finance. 
The authorities of the Bank are : 


(2) The Chairman, appointed by the President of the Republic on the 
proposal of the Council of Ministers. 


(6) The Administrative Council, composed of the Chairman and of nine 
to fifteen members. Nine members are appointed by the Minister of Finance, 
by whom they can also be removed. The remaining six members are appointed 
by local government authorities or their unions, according to their declarations 
as to their payments on the capital of the Bank within the limits of the 
maximum permissible holdings. 


(c) The Board of Directors is composed of one General Manager, two 
Assistant General Managers, and a certain number of Managers fixed by the 
Administrative Council and approved by the Minister of Finance. 
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The considerable progress recorded by the Bank is illustrated by the 
following items of the balance sheets for the last few years (in millions of zl.) : 





Dec. 31,} Dec. 31,] Dec. 31,] Dec. 31,] Dec. 31, 
1924 1925 1926 1927 1928 


Capital and reserves ‘ ar 39°8 51°3 194°7 20I°I 207°7 
Treasury deposits and allocations a 69°5 449°I 707°6 672°9 736°5 
Short- and long-term cash loans. 96:4 421°5 747°2 808-7 858-6 
Loans in os Bonds and Debentures 67:0 202°6 583°7 663-1 684°8 
Net profit .. aie e I°I 4°0 7°2 12°7 “= 


a | eS | ES | | eS | 


Balance sheet total inclusive of guarantees | 283-4 920°2 1,715°4 | 1,830°8 | 1,896°6 


As will be seen from the table above, in order to maintain a rational 
proportion between the total of the balance sheet and the capital, the latter 
was increased from 35,000,000 zl. in 1925 to 120,000,000 zl. in 1927 and to 
150,000,000 zl. in 1928, and, including reserves, now totals 207-7 mill. zl. 
The entire capital is at the present moment held by the Polish Government. 


The deposits and allocations of the Treasury with the Bank showed 
uninterrupted increases till the close of 1928; in 1929, however, the influx 
weakened, but during the course of the first four months of the current year 
there was recorded a noticeable growth, deposits and allocations rising to 
736°5 mill. zl. at the close of April. 


According to the Statutes, the main object of the Bank is the granting of 
long-term credits by the issue of Mortgage Bonds and Debentures. An 
indication of the considerable progress achieved by the Bank in this field of 
activity during the last few years lies in the marked increase in the total of 
this type of loans, thanks to which the Bank took the first place amongst all 
long-term credit institutions in Poland. At the close of this April, the total 
amount of issue loans granted by the Bank in 7 per cent. and 8 per cent. 
Mortgage Bonds; 7 per cent. and 8 per cent. Communal Debentures; 7} per 
cent. Bank Debentures and 8 per cent. Building Debentures, was 653-4 mill. zl., 
and 684-8 mill. zl., inclusive of the valorised issue loans of the former National 
Bank. The increase in the particular types of issues for the last few years is 
shown in the following comparative summary : 





Dec. 31, Dec. 31, Dec. 31, April 30, 


1926 1928 1929 1930 
Mortgage Bonds— ees LA cele 
8 per cent. in zl. in gold re aa 12°9 62:2 62°2 61°7 
7 ” ” .. — 28-8 79°5 85°1 
Communal Debentures— 
8 per cent. in zl. in gold Pr ‘is 47°0 81-6 79°3 78°1 
7 = a oe he — 209°3 246°8 250°8 
8 per cent. in U.S.A. dollars .. Pe: 108-4 102-6 99°7 98°1 
7 a a ac me a 41°9 45°8 45°6 
Bank Debentures— 
7% per cent. in zl. in gold we i — 24°5 23°0 29°2 
Building Debentures— 
8 per cent. in zl. in gold iia aa —_ o°2 3°9 4°8 
total .. ‘ 168-3 551°1 631°2 653°4 
Valorised issues of the former N ational 
Bank oa i ~ e as 37°9 32°6 31°9 31°4 
Total in circulation Be 206:2 583°7 663°1 684°8 
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Three-fourths of all the issue credits (about 500 mill. zl.) were made in | 


Communal Debentures to public institutions, especially to local district autho- 
rities for the financing of installations and undertakings of public utility. At 
the close of April, 1930, the total of credits granted for these purposes amounted 
to some 330 mill. zl. 





The Bank grants loans in Mortgage Bonds on town properties and larger | 
country estates, also to long-term industrial undertakings belonging to the | 
Bank concern and to private industrial undertakings. 


Mortgage credits in Building Debentures are destined for the conversion | 
| of the medium term cash building credits granted after the completion of the | 
construction of new dwelling houses. 


During the first years, the issues of the National Economic Bank were 
made at 8 per cent. At the present moment the Bank issues : 


(1) 7 per cent. Mortgage Bonds, (2) 7 per cent. Communal Debentures, |f 
(3) 7 per cent. Bank Debentures. All these securities are at one and the 
same time expressed in Gold Zlotys, in U.S.A. Dollars, in Dutch Filorins, in 
Pounds Sterling and in Swiss Francs. (4) 8 per cent. Building Debentures, in 
Gold Zlotys. 





The Bonds and Debentures of the National Economic Bank which are 
secured by properties on first mortgages and on properties as well as by the 
total assets of the Bank, and carry in addition to this the guarantee of the 
State Treasury, afford a perfect security to holders. At the same time they 
exclude any risk of currency fluctuations, and owing to the fact that they are 
sold at several points below par, bring in an excellent return on the capital 
invested in them. The payment of sums due on these securities takes place 
twice annually through local and foreign institutions, in the respective 
currency of the country, where they are presented for payment. 









In addition to the issue credits, the Bank grants also long and short-term 
cash credits to private institutions. Apart from this, the Bank distributes 
the State credits for the building of dwelling houses. At the close of April, 
1930, the cash credits of the Bank amounted to 858-6 mill. zl., of which 
265-9 mill. zl. fell to building. 







Apart from the credits granted to the State and associated undertakings, 
of great importance are the social credits for local district authorities, 
savings banks and co-operative societies. Of the credits destined for private 
economic life, the largest sums fell to agriculture and industrial agricultural 
undertakings as well as to mining, metallurgy, ceramic, textile, foodstuffs, 
timber and paper industries, and to the financing of exports and imports. 
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At 
- The Spread of Life Assurance 
HILE there is much to be said in favour of the 
- argument that the people of the British Isles are 
considerably under-assured—theaverageamount 
of assurance per head of the population is low as com- 
| pared with the average in Canada and the United States 
ion —statistics of the volume of business transacted during 
the the last twenty years prove that very great progress 


has been made in this direction. The combined ordinary 
and industrial funds of the British offices to-day exceed 
ere £900,000,000, whereas twenty years ago the total was 
smaller by no less than £373,000,000. Meanwhile, during 
the same period, the population has increased by only 
34 millions. Thus, in twenty years life assurance funds, 








reckoned per head of the population, have been almost 
be exactly doubled, which affords a striking instance of the 
rapid development of life assurance. 
Financial disturbances and econemic difficulties 
rendered 1929 a laborious year, so far as new business 
7. propositions were concerned, and, for the same reasons, 
“ operations of life assurance companies were hampered 
ns : very considerably. In the circumstances, the companies 
te IE did remarkably well in securing an increase over the 
al previous year in the new business total, the sums assured 
oa under new policies effected amounting to £136,642,417— 
mn an advance of £1,479,749. Some offices were more 
successful than others in coaxing the public to acquire 
é the protection which life assurance affords, for, while 
m 
es 
i THE CANADA LIFE ASSURANCE CO. 







FOR <P 
\} Specially attractive rates, protected by ASSETS 


OVER £36,000,000, invested in first-class 








CONSULT securities under Direct Government Supervision. 


— ys CANADA LIFE ASSURANCE CO. Estd. 1847 


al ki (Incorporated in Canada as a Limited Liability Company) 


No. 29 Canada Life Building, 2 St. James's Sq., London, S.W.1. 
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twenty-three of the principal ones showed increases in 
their new business aggregates, nineteen failed to equal 
their achievements in 1928. On the whole, the result 
must be accounted as satisfactory, having regard to 
the unfavourable industrial conditions and the extra 
pressure on the private purse. 

It is no mere figure of speech to say that British life 
offices are a great asset to the nation. These splendid 
institutions have built up their reputations over a long 
period of time by unwavering methods of sound business 
principles and financial practice, and their unassailable 
strength is to-day standing the public in the greatest 
possible stead. Nobody ever has occasion for the 
slightest anxiety as regards the eventual outcome of his 
or her life policy. It is a recognized fact that the policy 
moneys will be forthcoming on the precise dates on which 
they become due. No matter what vicissitudes may 
occur in the stock markets, the financial position of the 
companies is too strong to be materially affected. This 
fact has on more than one occasion been forcibly 
illustrated. 

Year by year the life offices disburse large sums of 
money in clajms, both in respect of policies falling due 
for payment on the death of the holders, and also on 
endowment assurances which have reached the end of 
their fixed term, and they continue to show large sur- 
pluses of assets over policy liabilities. So it will go on 
to the end of time. The very nature of the business, and 
the principles employed in its governance, preclude any 
other possibility. Hence the exceeding popularity of life 
assurance throughout the world. 

It is the variety of life assurance which makes it so 
attractive. Every individual requirement is provided 
for, and frequently new schemes are evolved by the 
different offices to give an added zest to either whole-life 
or endowment policies of both the non-profit and with- 
profit types. The choice of a life policy depends very 
largely, as a rule, upon the cost. All types are excellent 
in their way, and their respective merits must necessarily 
be considered in conjunction with the capacity of one’s 
pocket. One or other of the various policies is within 
the reach of everybody, and there is really no excuse for 
anybody to go through life uninsured. 
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THE ONLY WAY 


to provide at once for the heavy 
and increasing burden of 


DEATH DUTIES 


is by means of a Life Assurance 
Policy. The Annual Cash Bonus 


Policy of 
THE 


STANDARD LIFE 


is pre-eminently suited for Death 
Duty Assurance. The necessary 
fixed sum assured is provided at 
the outset at a low cost, but a 
share is given in the profits of the 
Company by means of a Cash 
Bonus annually, which may be 
set off against the premium 
payable, thus ensuring an annually 
decreasing outlay. 


Bank Officials can be Agents for 
no better Company, for they can 
be confident they are recom- 
mending to their clients an office 
whose strength is supreme, whose 
premiums are moderate and 
whose bonus prospects are second 
to none. 


The Standard has special schemes 
for the Staffs of Banks. 


The Standard’s Annuity rates 
are most favourable. 


WRITE FOR LEAFLET “ B.D.” 


he STANDARD [IFE 


SSURANCE COM 


—— OVBLIN 


LONDON 
48 QUEEN VICTORIA ST. eee 1825 3@ DAWSON STREET 
J5aPALL MALL Swe 


HEAD OFPFKE- 3 CEORCE STREET 
EDINBURGH 








For Business Assurances 





Partnership, Capital Redemption, 
Annuities, and all Ordinary Life 


and Endowment Policies 


Consult the Britannic 


Funds - £18,000,000 
Paid in Claims £30,000,000 


BRITANNIC 
ASSURANCE COMPANY Led. 


Established 1866. 


BROAD STREET CORNER, 
BIRMINGHAM. 


LIFE FIRE ACCIDENT MOTOR 
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Why can the “Pearl” offer 
you a Better Investment ? 


THREE REASONS: 


Its management is strikingly efficient 
and economical. 


EXPENSES, 1929, 10°47% 


Skill in the control of its investments 

gives high interest with perfect security. 

NET INTEREST YIELD, 1929, 
£4:13:1 





The Reserves are ample and profits are 
divided annually. 
PROGRESSIVE BONUSES 


1924 £2 O O per cent. 
1926 £2 2 0 ‘a 
1928 £2 6 0 me 
1929 £2 6 0 a 


PEARL ASSURANCE 


COMPANY, LIMITED, 
HIGH HOLBORN, W.C.1 


FUNDS £59,000,000 


AOS ET 
F2 
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A latter-day feature of the course adopted by the 
majority of life offices has been to maintain a high rate 
of bonus, and, at the same time, to lower the annual cost 
of every kind of policy. Without waiting for the Institute 
and Faculty of Actuaries to complete their revision of the 
existing mortality tables, which are supposed to govern 
the fixing of premiums, and which for a long time have 
been hopelessly out of date, the insurance companies 
themselves have, at one time and another, taken the 
initiative and issued new tables of reduced premiums. 
It is certainly worthy of remark that, in an age when the 
cost of living and of most other things in daily use is 
inordinately expensive, life assurance is brought down to 
a cheaper plane. 

The most recent examples of reduced scales of 
premium have been given in connection with non-profit 
policies, the cost of which is now very substantially lower 
than it was until a few years ago. These policies approxi- 
mate to the original idea of life assurance, which was 
to make the largest provision for the dependants of the 
assured at his death at the smallest possible cost. Some 
of the offices are making a special feature of whole-life 
policies, as compared with endowment assurances ; but 
it seems hardly likely that the greater popularity of the 
latter form of assurance will ever diminish to any appre- 
ciable extent. Those who can afford the luxury of 
an endowment are unquestionably making a very fine 
investment, for, with bonuses accumulating at compound 
interest, they are assured of a very handsome return at 
the expiration of the duration of the policy term. 

Present-day bonuses are very attractive, varying 
from 40s. to 50s. per cent. per annum. The writer is not 
one of those who profess to believe that the future will 
witness a downward tendency in the scales of bonus, in 
spite of the effect which a higher income tax may have 
upon the interest income on invested life assurance funds. 
Life offices have made it an invariable rule to declare 
only such rates of bonus as the directors feel convinced 
they will be able to maintain. Moreover, in the alloca- 
tion of surplus funds for bonus purposes, directors have 
adhered to a conservative policy, keeping in hand a 
plenitude of undivided profit. 

Several of the bigger companies—ordinary as well 
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as industrial — make a practice of annual valuations, 
although the general custom is still to conduct investiga- 
tions at the end of every five or three years. This year 
the results of seven quinquennial and two triennial valua- 
tions have been published, and in all cases the outcome, 
so far as bonuses are concerned, has been most advan- 
tageous for the participating policy-holders. In nearly 
; every instance, the allotments were in the nature of sub- 
stantially increased benefits for the recipients. With a 
continually expanding field to cultivate, the life offices, 
as has been shown in the foregoing brief review, are 
catering in a very efficient manner for all classes of the 
assuring public, and it behoves the latter, in their own 
interests, not to be unmindful of the increasing benefits 
which are available to all and sundry. 


Fire and General Insurance 


RITISH fire insurance companies experienced an 
B exceptionally unfavourable time in 1929. Losses 
occasioned by fire were not only unusually heavy 
in this country, but almost all over the world the increase 
in the toll of claims was similarly great. As compared 
with larger countries abroad, fire losses in the United 
Kingdom pale into insignificance, yet when it is stated 
that the total of £11,778,000 represented an increase over 
1928 of about 36 per cent., the abnormal extent of last 
year’s aggregate will be fully realized. Fifteen outbreaks 
alone were responsible for a total loss of £1,403,000. 


PROVIDENT MUTUAL : 


: LIFE ASSURANCE ASSOCIATION 
> HEAD OFFICE ‘ - «  2&31, MOORGATE, LONDON, E.C2 
ms ESTABLISHED 1840. 

(1) VERY LOW RATES for Death Duties. 

(2) EXCELLENT BONUSES—With Profit Policies. 

(3) PREMIUMS can be paid MONTHLY by BANKER’S ORDER. 
Telephone: Mzrroro.itam 8014 (5 lines). Cc, R. V. COUTTS, 

Manager and Actuary, 
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In the United States, where things happen on a larger 
scale, six fires accounted for an aggregate loss of 
£3,425,000, and in Canada the loss ratio rose by more 
than 7 per cent. Fire waste in the United States and 
Canada reaches stupendous heights, and last year the 
total loss was increased by £6,470,000 to £68,460,000. 
The Continent of Europe was a big sufferer, six of the 
biggest conflagrations causing damage to the extent of 
41,240,000, while equally heavy individual losses were 
sustained in Australia, South America, Japan, and 
various other parts of the world. 

Either directly or through reinsurance contracts, the 
connections of the British fire offices are practically 
world-wide in extent, and it therefore speaks volumes for 
the soundness and strength of these institutions that in 
spite of the leanness of the year, they were able to pre- 
serve their resources and emerge with their financial 
position unimpaired. Not only so, but as recent reports 
have shown, the big offices succeeded in earning a fairly 
substantial, though of course a reduced, underwriting 
profit, notwithstanding the fact that there was an absence 
of any tendency to increase rates. If and when the cycle 
of unfavourable years comes to an end, the companies 
will be fully equipped to take full advantage of the turn 
in the tide, and render a good account of themselves. 

The large composite offices have very big premium 
incomes, but it does not follow that underwriting profits 
are commensurate. In fact, surpluses of income over 
outgoings are usually comparatively small, even in a 
normally successful year. Companies, however, can 
always reckon upon a substantial revenue from their 
investments, while the great strength of their reserves is 
an outstanding feature. Fire offices have, at least, one 
legitimate ground for complaint. It is that their clients, 
always reckon upon a substantial revenue from their 
insurances. This complaint refers particularly to owners 
of property. An owner who persists in insuring only the 
market value of his building will have genuine cause for 
disappointment in the event of that building being 
destroyed by fire. The insurance will by no means cover 
the cost of reconstruction, and the loss sustained by the 
owner will be heavy. Experience does not seem to teach 
wisdom in this respect. It is not the fault of the insurance 
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BED-ROCK RATES 


LIFE ASSURANCE 
The Phenix Assurance Co., Ltd. 


have just issued new and reduced 
rates for Whole Life and En- 
dowment Assurances. The low 
rates quoted represent a most 
attractive proposition, 


SEND FOR FULL DETAILS 


PHENIX 


ASSURANCE COMPANY, 
LIMITED. 
Phenix eg “William Street, 


REFUGE 


ASSURANCE COMPANY 
f LIMITED. 


t Chief Office: 


Oxford Street, Manchester. 


Annual Income Exceeds £10,700,000 
Assets Exceed - - £45,000,000 
Claims Paid Exceed - £61,000,000 
f 
i 
x 
& 


ill! SSO, 


London, E.C.4 
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ROYAL EXCHANGE 
ASSURANGE 


Incorporated A.D. 1720. 















All Classes of Insurance 






transacted. 







Head Office: 
ROYAL EXCHANGE, LONDON. 








THE PROSPECTUSES ISSUED BY THE 


ROYALLONDON 


MUTUAL INSURANCE SOCIETY LIMITED 


Mutual Life ‘Assurance 
Ordinary and Industrial 
ASSETS EXCEED £22,000,000. 
Fire, Accident, Motor & General Insurance 
For prospectuses and particulars ved 2 
Head Office: ROYAL LONDO HOUSE, 
Fins uare, London, E.C.2. 
Application for Agencies Invited. 
ALFRED SKEGGS, F.C.LI. Managing Director. 
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companies, who are constantly reminding policy-holders 
of the risks they run. 

Accident insurance business did not turn out too 
successfully last year for the various offices. In addition 
to multiplicity of the ordinary risks which come under the 
category of ‘“‘ Accident and General ” insurance, the year 
was conspicuous for occurrences which, happily, may 
be described as abnormal. Allusion is made to the 
strange epidemics of mail-bag robberies, window smash- 
ing, “ smash-and-grab”’ raids, “cat” burglaries, and so 
forth. Motor-car insurance constitutes a very big branch 
of the companies’ activities, but it is still, in the main, an 
unprofitable business. Accidents and claims continue to 
mount up in an ever-increasing volume. It would seem 
that the prevailing custom of basing rates of premium on 
horse-power and car values must eventually be sup- 
planted by a system which will bring inte recognition the 
cost of repairs. The latter is very high, and to it is largely 
due the depletion of underwriting profits. 

The problem of road risks is baffling both the traffic 
authorities and the insurance companies, and it appears 
to be extremely doubtful if the law of compulsory in- 
surance against third-party risks, when it is put into force, 
will bring about, even partially, the desired improve- 
ment. The wonder is that there has not been any great 
development in personal accident insurance, especially 
in view of the attractive character of many new schemes 
which were introduced to the public last year. No 
pedestrian who ventures on the traffic-congested roads 
can fail to realize the nature of the risk he or she is 
running. Nowadays personal accident insurance is a 
vital necessity, and the cost of it is so small that one would 
think the various offices would be doing a roaring trade. 
On the contrary, most people are content, apparently, to 
go on in the old nonchalant way, blissfully unmindful 
of the danger that confronts them at almost every step. 

The rapid development of civil aviation has opened 
up a new and extensive field for exploitation by insurance 
companies. In America private flying has become so 
general that it may surprise many people to know that 
aviation insurance originated in London. At the present 
time underwriters at Lloyd’s and the insurance com- 
panies are re-insurers of a good deal of foreign aviation 
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business. Meanwhile, the market is efficiently organized 
for dealing directly with the steadily increasing home 
business. Six years ago the matter of organization was 
first taken in hand in a responsible manner, and last year 
a further important step was taken in the formation of 
what is known as the British Aviation Insurance Group 
Limited. With this group are associated the principal 
insurance companies and the most influential under- 
writing syndicates at Lloyd's. 

In addition, under the egis of Lloyd’s Register of 
Shipping, an essential function is now being undertaken 
by the Corporation Register of Shipping and Airways, 
which investigates the standard of airworthiness of 
private machines. From an insurance point of view, this 
is a most important consideration. Although the business 
of aviation insurance has increased so largely, insurance 
companies have not yet succeeded in arriving at a basis 
for systematic rating. Nevertheless there is no lack of 
opportunity for aviators to cover themselves and their 
machines by insurance, for facilities for insurance are as 
much available for this new industry as for any of the 
older forms of transport. Nevertheless it is obvious that 
if air transport is to be developed satisfactorily on a large 
scale, whether for passenger or freight-carrying pur- 
poses, there must be adequate guarantees both for the 
; construction and operation of the machines. 

Essential factors making for insurability and 
economic rates include the experience of pilots, make and 
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type of aircraft and engine, the suitability of a machine 
for its specified purpose, provision of suitable hangar 
accommodation, and maintenance and repair facilities. 
Geographical limits for the operation of aircraft are also 
an important point for the consideration of insurers. 
Aviation insurance facilities cover a comprehensive selec- 
tion of risks. They include the risk of damage acciden- 
tally caused to a machine while in the air, or while 
taxi-ing on the ground. Ground risks include damage 
by fire, storm or tempest, and malicious damage is also 
covered. There is legal liability to third parties, and 
liability in respect of passengers and freight for damage 
sustained during transit in the air. 

“Loss of Profits” is a special form of cover which is 
likely to continue in increasing demand. Insurance of 
this kind is designed to protect passengers or the senders 
of goods by air against the possible effects of delays in 
flight which may be brought about by accidents en route. 


The Banker’s Review of Reviews 


HE WESTMINSTER review for May contains an 

exceedingly able and interesting article on “ The 

Monetary Outlook,” in which the writer deals 

with the period “ of acute instability of money, prices and 

production,” and compares it with similar conditions in 
the past. 

The writer traces the present depression back to its 
origin in the break in primary commodity prices through- 
out the world, as, for example, rubber, tin, coffee and 
wool, etc. At the same time, the share boom in America 
was attracting funds from all over the world. The fall 
in the commodity prices was the forerunner of the fall 
in the stock prices, and this last movement released large 
sums of money, and, with commodity values also declin- 
ing, money rates became cheaper. 

“This interpretation of the events of the past few 
months ascribes to the share market boom and slump, 
and the fall in world commodity prices, the réle not of 
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causes, but of symptoms of a major change in the funda- 
mental economic situation, differing in degree, but not in 
kind, from similar movements in the past.” 

The writer then proceeds to study the short boom of 
1919 and 1920, and subsequent break in prices. At that 
time, the decline of commodity prices and of money rates 
was spread over two years, and, after a period of cheap 
money in 1924, the revival of trade and rise in prices 
set in. 

Arguing from these facts to the present case, the writer 
suggests that as the decline has been much more rapid 
and yet less extensive, and as prices and money have 
probably reached their bottom value in some six or eight 
months, its is reasonable to suppose that towards the 
beginning of next year a revival will set in. 

The function of cheap money is to provide producers 
with temporary funds to carry stocks, and also to enable 
manufacturers to be provided with large supplies of 
floating capital, so that production can be cheapened. 
“Such are the tasks which cheap money must perform 
to-day. On no single past occasion has it failed to pro- 
duce the results we have mentioned.” But the use of 
cheap money for zn unfounded Stock Exchange specula- 
tion would be disastrous—witness the recent rise and fall 
on the New York Stock Exchange from December 1929, 
to April 1930. 

The writer points out that low money rates may be 
described as a medicine, yet “the maintenance of 
‘health’ in industry in the long run is dependent upon 
the latter’s ability to obtain the /ong-term capital essential 
to its growth. The reservoir of new capital is the surplus 
of the fruits of each year’s production which is not ‘ con- 
sumed,’ but returned into industry and trade. When 
the latter’s activity is sub-normal, this reservoir is signi- 
ficantly reduced.” 

A very different point of view on cheap money is put 
forward in the MIDLAND BaNnK review for May. Cheap 
money may be partly due to the fall in prices of primary 
commodities due to over-production, as suggested in the 
WESTMINSTER review, but rather it is due, says the writer 
in the MIDLAND review, to “a sudden outcrop of a period 
of accumulating deflation.” 

In order to substantiate this statement, a table is given 












78 THE BANKER 


setting forth the average monthly deposits in the London 
clearing banks from May 1929, to April 1930, compared 
with figures for a similar period a year ago. Whilst it 
certainly shows that deposits are smaller over the last 
five months, the decrease did not occur until well after 
the fall in prices had commenced and trade had become 
depressed. If the writer’s argument be true, this fall in 
deposits (deflation) should have preceded the fall in 
commodity prices. 

It is quite true that the fall in prices is a world-wide 
phenomenon, but the writer of the article suggests that 
the price level in Britain mainly determines the price 
level in the rest of the world. He argues that deflation in 
Britain has caused a fall in the price level here, and, at 
the same time, has caused the price level to fall every- 
where. With this point of view there will be many who 
will have difficulty in agreeing. 

A further element making for cheap money has been 
a shortage of Treasury Bills and media for short-term 
investment. Nevertheless, by way of encouragement, the 
writer adds that there is a tendency for the fall in prices 
to slacken, and when the turn comes there will be an 
immediate response. Further, from now onwards the 
Treasury must issue more bills, and the discount rate will 
approximate more closely to the Bank rate. 

The MIDLAND and WESTMINSTER reviews agree in so 
far as they both suggest that the turning point for 
recovery is not so very far ahead, and the “ Midland” 
writer concludes with the observation that “ we must not 
be satisfied until every capable worker has a reasonable 
prospect of steady, well remunerated employment,” with 
which everyone must be in agreement. 

There is a very informative article in the MIDLAND 
review on “ Recent Gold Standard Developments” in 
various parts of the world as far apart as Indo-China and 
Peru! The writer concludes, “It becomes more and 
more clear that international co-operation is essential to 
the best working, as indeed ultimately to the very sur- 
vival, of the machinery known in its composite form as 
the world-wide gold standard.” 

Professor A. L. Bowley contributes an interesting 
article in LLoyps review for June on “ The relation be- 
tween wholesale and retail prices.” The writer shows 
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that, in dealing with food index numbers, it is possible 
to construct a formula for converting wholesale prices to 
retail prices. By means of tables he shows how remark- 
ably the actual retail prices approximate to the calculated 
retail ones. In general, it may be said that “ retail prices 
move later than wholesale, their variations have a 
smaller range, and over short periods they are stationary, 
while wholesale prices vary.” 

The second and third articles on the Budget, under 
the heading of “Economic Realities,’ appear in this 
month’s LLoyDs review. The third article sums up the 
previous two: one a criticism and the other a defence of 
the Budget. In the course of his summing up, the writer 
states “that there is a great deal of room for public 
economy of a type that will not impair the health or 
efficiency of the nation.” The writer, however, unfortu- 
nately makes no concrete suggestions for effecting the 
necessary savings beyond suggesting the appointment 
of another “ Geddes Axe Committee.” Surely there is 
already a plethora of committees? Economies can be 
effected only by increased efficiency, and increased 
efficiency in the Civil Service can be effected only by a 
different type of training. 

LLoyDs review also contains the first of a series of 
articles on the City, entitled “ The Theory of Banking,” 
which deals in an admirable manner with the functions 
of a bank, though, owing to the exigencies of space, it is 
necessarily somewhat brief. 

MARTINS BANK review for May contains an article on 
“The New International Bank.” The main arguments 
of the critics of this bank, with whom the writer of this 
article seems to agree, appears to be that the Bank for 
International Settlements has been founded before the 
world is ready for it. They would have waited until the 
world’s progress and development had become nearly 
perfect before attempting to found this institution. Ina 
similar manner, it may be imagined that critics would 
argue that the League of Nations ought not to have been 
started until the peace of the world was established and 
ensured. Surely it is only by the establishment of these 
great international organizations that the life of the world 
can be rendered harmonious in every branch and 


department! 
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The main article in BARCLAYS review for June is 
entitled “ Financial Policy,” and is mainly a paraphrase 
of the speeches of the bank’s chairman and the Chan- 
cellor of the Exchequer at the annual dinner of the British 
Bankers’ Association. This is followed by an analysis of 
trade conditions in this country, the only optimistic note 
in which is that “a time of industrial depression is 
generally a period of stocktaking and overhaul, and it is 
significant that the opportunity is not being lost to 
advance schemes for the re-equipment of British industry 
and commerce to meet modern requirements.” 


Foreign Reviews 


THE NATIONAL CiTy BANK OF NEW YoRK review for 
May contains an interesting and illuminating article on 
“General Business Conditions” of the moment. The 
American writer agrees with writers in English 
periodicals that the prime cause of the depression 
throughout the world is due primarily to over-production 
in the principal raw products of the world and their sub- 
sequent break in prices. It is admitted that there has 
been over-production of wheat and cotton in the United 
States, which has had a marked effect on the general 
situation. 

Another cause of the trade depression and stagnation 
is attributed to the formation of new countries in Europe, 
with their tariff barriers and their desires for producing 
all the goods they require within their own boundaries, 
coupled with the fact that they also produce for export. 
Various Governments throughout the world have 
attempted to give support to their domestic products. In 
short, as the writer aptly puts it, “The world is obsessed on 
the subject of rivalry and competition, instead of thinking 
of co-operative trade. Further, the writer thinks that too 
much energy and initiative is being devoted to the pro- 
duction of crude products, and not enough to the pro- 
duction of finished goods for consumption. 

The whole article is well worth reading carefully and 
thoughtfully, more especially as it is the outlook of some- 
one outside our own country and outside Europe. The 
opinions of foreigners on such world-wide questions are 















<eceP IRay 


Mrs 


A SORTS MEE: TIO YE 8 
















BANKERS REVIEW OF REVIEWS 81 


worthy of attention, as our outlook in this country tends 
to be insular and narrow. 

The GUARANTY SURVEY for May discusses the wheat 
situation. The writer deduces from available figures that 
there will be a large carry-over of last year’s crop. He 
also comments on the fact that the wheat-importing 
countries of Europe are endeavouring to supply more of 
their own wheat requirements by improved methods of 
cultivation. This is borne out by the increase in exports 
of agricultural machinery from the United States and a 
decrease in exports of wheat. 


Books 


In this column the Editor of THE BANKER will call attention to books 
which have a special interest for bankers. 





TE ENGLISH INVESTMENT TRUST COMPANIES. By George Glasgow. (Eyre and 
Spottiswoode (Publishers), 50s.). 

As is well known, the English investment trusts were conceived and 
developed in advance of those of other countries. To-day, as is evi- 
denced by Dr. Robinson’s book recently reviewed here, America is 
seeking to emulate our example by the intensive and speedy establish- 
ment of investment trusts; but the effective tradition attaching to 
English companies has yet to accrue. 

In the volume under review, Mr. Glasgow has filled a long-existing 
gap in financial writing by making a comprehensive and analytical 
survey of the 76 English investment companies. In doing this he 
has not overloaded the book with narrative, but has rightly permitted 
the records to speak for themselves. In the seven chapters which he 
has allowed himself, moreover, he has restricted comment to the salient 
features of their operation, of which the chief are concerned with the 
attributes of policy. After giving a carefully considered definition of 
what an investment trust really is—a matter of some importance from 
the standpoint of the investor and in view of the pseudo-authoritative 
quality of certain finance companies—he proceeds to an analysis of 
disclosed and hidden reserves held by English companies in general. 
In this he exhibits the ingenious technique of scientific capitalization. 
This topic is expanded in the following chapter, which discusses the 
relative positions of trusts established in pre-Baring, pre-war and post- 
war years. The next chapter deals with the principles underlying the 
distribution and retention of profits; while the final chapter consists of a 
forecast of the future. The whole constitutes a very authoritative, if 
terse, survey. 

As for the tables themselves, these are designed to show most 
vividly the present position of each separate company, as well as to 
present a record of growth since establishment. Each table is eluci- 











82 THE BANKER 





dated by carefully selected episodic comments interspersed at appro- 
priate places. It is obvious, therefore, that the tables add significantly 
to the value of the work as a whole, making it complete as a book of 
record and indispensable as a work of reference; and neither of these 
qualities is destroyed, but definitely enhanced by the liberal spacings, 
and excellent typography and set-out. 


THE STATESMAN’S YEAR Boox. By M. Epstein (Editor). (Macmillan and 
Co., 20s.) 


Jupcinc by the comprehensiveness of its contents, this work of 
reference, now issued for the year 1930, is clearly designed to serve 
the needs of a much wider fraternity than politicians; it is, indeed, 
bound to serve the interests of all students and men of affairs. Its 
contents range from a survey of the social, political and economic data 
of all the important countries of the world, with a complete account 
of the world production of leading commodities, aerial routes and 
world fleets, to an excellent synoptic account of the League of Nations. 
The essential information concerning these subjects is purveyed, and 
this is very clearly arranged. Great credit is due to both the editor 
and publishers. 


ComPLETE Practicat INcomE Tax. By A.G. McBain. (Gee and Co., 7s. 6d.) 


THIS manual was first published in 1925, and the present is the 
fifth edition. For the purpose it is designed to serve it is a model of 
arrangement, and especially useful for its clear typography. In the 
illustrations, too, the author has avoided the charge of incompleteness 
by supplying contrasting examples; nor are these superabundant. The 
book may be recommended both to public and private taxpayers. 


INVPTMENT. By L. L. B. Angas. (Macmillan and Co., 20s.) 


Mr. ANGAS has written a modern book on investment policy, 
founded on the principle of investment for capital appreciation. The 
technique of the speedy operator, while not ignored, receives merely 
secondary attention. Thus the book is addressed to the ‘‘ outside ”’ 
investor; and he may with profit peruse it carefully. The argument 
throughout is not so much empirical or pragmatical as logical. The 
method of presentation, too, is almost pedagogical. But the book does 
not suffer in effectiveness from either of these tendencies, as the 
maxims of policy stand out clearly and are effectively inculcated. 
Finally, an important attribute of the work is that its successful reading 
— it is by no means easy to digest—in itself constitutes an excellent 
training of and stimulus to the intelligence of the investor. It is only to 
be regretted that its price is somewhat high. 


Bankers’ CrEpits. By W.F. Spalding. (Pitman and Sons, ros. 6d.) 


Tuts is one of the numerous books contributed to banking practice 
by a very prolific author. Its usefulness is suggested by the fact that 
now the third edition has been reached. Mr. Spalding has effective 
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command of his matter, and if the style is not particularly interesting, 
this is doubtless largely occasioned by the nature of the topic. But the 
technical quality is good, and the work will be found profitable in use. 
This applies especially to the two end chapters, dealing respectively 
with proposals for uniform credits and American methods and practice. 


Tue Companizs’ Act, 1929. By D.G. Hemmant. (Jordan and Sons. 15s.) 


THE enterprise of Messrs. Jordan has led to the publication of many 
important legal works, the arrangement and set-out of which are 
excellently devised. The present volume—a ninth edition—runs to 
over 700 pages, and covers the new Act thoroughly. At the modest 





price of 15s. it is a very attractive proposition. 


Tue Law oF BANKING. By Sir John Paget, Bart., K.C. (Butterworth and Co., 


17s. 6d.) 


Tuis book has the authority and prestige attaching to the name of 
a former Gilbart lecturer. Although the last revision occurred in 1922, 
so that much has happened both in general as well as banking law since 
then, it will be found to be entirely up to date. The quality of the 
writing and the effectiveness of the exposé give a strong recommenda- 
tion to the work, which has been standard since 1904. 


THESE GREGG BOOKS 


will assist you in 
Bank Management and its Problems 
Just Published. 


BANKING AND EXCHANGE 


By S. Evetyn Tuomas, B.Com. (Lond.) Clearly 
and simply written by a triple prizeman of the 
Institute of Bankers and author of books widely 
recommended by examining bodies. Covers Sylla- 
buses of the I.C.A., C.1.S., I.S.A., C.A.A., R.S.A., 
and Lond. Chamber of Comm, 11/6 net. 


BANKER AND CUSTOMER. 


By S. E. Tuomas, B.Com. An up-to-date and 
comprehensive exposition of the principles and 


practice of banking. Indispensable to the 
practical bankman and to the student preparing 
for examinations of Institute of Bankers, etc. 
733 + xvi pages, bound in cloth. 12/6 net. 


ELEMENTS OF ECONOMICS. 


By S. E. Tuomas, B.Com. Deals compre- 
hensively, and in a clear and interesting manner, 
with the whole field of economic theory. Covers 
examinations of the C.1.S. Bankers’ Inst., C.A., etc. 
683 + viii pages, bound in cloth. 10/6 net. 


Obtainable from all Booksellers or direct from :— 


THE GREGG PUBLISHING Co. Ltd. 
Kern House, 36-38 Kingsway, London, W.C.2 


ef] Lele: = the shorthand fs 


that can be READ 


‘*‘AN INDISPENSABLE WORK.” 
MORNING POST 


PUBLIC 
COMPANIES 


AND THE 


INVESTOR 


By 
A. E. CUTFORTH, c.B.£., F.c.A. 


The object of this book is to express 
in simple terms the essential information 
regarding the company world and its 
ways which the average investor re- 
quires to know that he may invest 
safely and profitably. In particular, 
considerable space is devoted to the 
Balance Sheet and Prospectuses. 


“The book will undoubtedly become a standard 
work for investors seeking information upon 
public company finance.”—Morninc Post. 


10s. 6d. net G. BELL & SONS, Ltd. 
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Tue Country BANKER. 


THIS very well-known work has been re-issued under the guidance 
of the Secretary of the Institute of Bankers. It was first written some 
forty-five years ago, since when it has been a close companion of bankers 
generally. Not seeking to serve as a text, it has yet been a sound 
guide to both new and old bankers. As the reviser points out, the 
note of caution so insistently sounded by George Rae does not seem 
attuned to the ear of those who would have modern bankers be more 
willing to assume joint control over industrial enterprises instead of 
preserving their traditional separatist attitude; and he cites a remark 
from Rae which is by no means irrelevant. Rae’s remark, however, 
applied to non-solvent concerns; so that to give it a general application 
in other circumstances hardly seems permissible. So far as the book 
itself is concerned, however, it may be agreed that no banker will lose, 
but rather gain, much from its perusal. 








By George Rae. (John Murray, 7s. 6d.) 


MEMORANDUM ON PUBLIC FINANCE, 1926-1928. (League of Nations, Constable 
and Co., 10s.) Eelei=] @ Lae | 

Tus addition to the statistical and financial information which 
now forms an important part of the work of the League, contains 
reviews of the financial situation in fifteen countries situated in different 
parts of the world—including European countries and also such 
countries as Guatemala and Haiti, but excluding countries on the 
continent of Asia, China, and other important world economic units. 
The survey, as is pointed out in the preface, does not therefore con- 
stitute a homogeneous whole, so that a companion volume is to be 
published later. 

The value of the work lies, of course, in the fact that statistics 
relating to widely diversified countries having varying methods of 
accountancy and financial practice are made available in one volume, 
and, further, that the understanding of what would otherwise be 
puzzling complexities is facilitated by explanatory notes and data. 
Once again the League has laid students of world finance under a 
heavy debt of gratitude in respect of the provision of a mass of 
essential financial information. 


MEMORANDUM ON INTERNATIONAL TRADE AND BALANCES OF PAYMENTS, 1926- 
1928. Volume II. (League of Nations, Constable and Co., 6s.) 


Tue LEAGUE OF NATIONS continues its praiseworthy work in pro- 
viding under one cover the more important statistics of many countries. 
Those now presented are vital and essential statistics required for 
studying the world’s trade. The volume constitutes an indispensable 
work of reference for bankers, traders, and students. 
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GUATEMALAN SUPPLEMENT 


The National Finances 
of Guatemala 


(By a Financial Correspondent) 


HE Republic of Guatemala is governed under the 
constitution set up in December, 1879, and 
subsequent modifications thereof. The executive 
power is vested in a President, who is elected for a period 
of six years, while the legislative power is exercised by 
a National Assembly, elected every four years. There 
is a Council of State of thirteen members, appointed 
partly by the President and partly elected by the National 
Assembly. The Assembly debates the Budgets sub- 
mitted by the Executive, and passes all revenue and loan 
bills. The Administration is carried on by the President 
and seven Ministers of State, carrying, respectively, the 
following portfolios: —Foreign Affairs, Justice, Finance 
and Public Credit, Public Instruction, Public Works, 
War, and Agriculture. 

The revenues of the Guatemalan Government are 
derived, for the most part, from import and export duties 
and liquor taxes, as well as receipts from Consular fees, 
and mail and telegraph services. The Budget estimates 
relate to ordinary revenue and ordinary expenditure 
only. During the past eight years, a small excess of 
ordinary expenditure over ordinary revenue has not been 
uncommon, although the estimates for the past three 
years have been calculated to establish equilibrium in the 
national accounts, as will be seen from the figures given 
in the following table : — 


Revenue. Expenditure. 
Quetzales. Quetzales. 


1923... sie 6,431,237 6,602,033 
1924... i 8,101,686 8,095,974 
1925s... sae 10,174,512 9,719,860 
1926 li... i 11,555»353 II,715,949 
 —_—- aie 12,411,182 12,259,007 


G2 





Revenue. Expenditure. 
Queizales. Quetzales. 
1928 14,265,751 14,128,978 
*1929 12,959,430 12,959,430 
*1930 15,554,014 15,554,014 
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In view of the fact that a large part of the revenues 
of the Guatemalan Government are derived from the 
taxes on imports and exports, it is obviously a matter 
of interest to examine the relative trade statistics for the 
past six years, which are as follows :— 


Imports. Exports. 

Quetzales. Quetzales. 

1924 18,948,847 24,491,535 
1925 25,407,660 29,661,958 
1926 29,009,550 28,978,087 
1927 25,032,087 33,921,503 
1928 30,790,968 28,211,572 
1929 30,399,066 24,928,228 





From the above table it will be observed that there is a 
natural “lag” in import totals after exports, or, in other 
words, an increase in national wealth during a successful 
coffee export season, such as 1927-28, is reflected in 
greater purchasing power in subsequent years. While 
the export trade is, of course, the main source of the 
national wealth, the chief source of Government revenue 
is the import duties. This point is fully illustrated by 
the following details of estimated revenue and expendi- 
ture, as given in the Budget for the fiscal year 1929-30, 
which was passed on May 31, 1929: — 


Estimated Revenue, 1929-30. 


Quetzales. 
Import Duties on eid ia ... 7,280,000 
Export Duties... ne a ... 2,180,000 
Excise a re en “am ... 2,908,030 
Various... iis sat fan ... 1,223,584 
Consular Fees a ... 560,000 
Telegraphs and Telephones oe ... 400,000 
Post Office ... = ..» 230,000 


. Budget estimates. 
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Quetzales. 
Government Charities... eal ... 175,000 
Lottery - _ ... 180,000 
Profits from Silver Coinage , 100,000 
Payments from former Issuing Banks .. 200,000 
Sundries... Fe ad 118,000 


Total QO. 15,554,014 
Estimated Expenditure, 1929-30. 


Quetzales. 
Executive ... sia sia col ws. 225,000 
Presidency .. ihe aa ... 262,392 
Ministry of Justice ue sit ... 408,460 
Ministry of Interior " sis ... 2,215,004 
Ministry of Foreign Affairs a ... 428,520 
Ministry of War ... ca ... 2,200,528 
Ministry of Education __... es ... 1,807,560 
Ministry of Public Works ... ~ ... 2,002,692 
Ministry of Agriculture ... is ... 1,257,020 
Ministry of Finance A oe ... 1,884,640 
Public Debt me a 2,862,798 


Total 0. 15,554,014 


The latest available figures of the actual revenue are 
those relating to the year 1928-29, and these are compared 
in the following table with the corresponding figures for 
1927-28 : — 

1927-28. 1928-29. 
Quetzales. Quetzales. 


Import Duties ... uel ... 6,592,255 7,255,971 
Export Duties ... is ... 2,253,960* 2,120,936 
Excise... 2,600,845 2,604,176 
Posts, Telegraphs and Tele- 

phones - 658,588 732,040 
Various Taxes ... si .. 538,114 1,100,962 
Consular Fees ... ‘ih ... 534,639 589,290 
Property Tax ... pe ... 204,262 225,438 
Stamps, etc. roe wae ... 187,347 208,362 
Sundries ... — 686,741 552,649 


Total Q. 14,265,751 Q.15,398,824 


The total expenditure in 1927-28 was given officially 
at 13,950,389 quetzales, and, in spite of the fact that there 


* Of this sum coffee exports duties accounted for 2,016,332 quetzales. 
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was, in addition, 250,000 quetzales, representing the 
second contribution of the State towards the capital of 
the Banco Central de Guatemala, the sum approved by 
the National Assembly as being the surplus for the fiscal 
year was 306,362 quetzales. 

Some twelve months ago, two Government decrees 
were issued in Guatemala, under the terms of which 
public expenditure was not to exceed the authorized esti- 
mates. The Decrees also provided for the reorganization 
of the Public Treasury and of the Tribunal of Accounts, 
and stipulated for better control of national resources. 
The Budget for 1928-29 was drawn up, so far as possible, 
in accordance with the terms of these decrees, but, in the 
course of his message to Congress in March, 1929, the 
President stated that the growth of the administrative 
services and various political emergencies necessitated its 
amplification. The President further stated that the 
estimated receipts for the year 1929-30 had been drawn 
up in such a way as to facilitate examination. It was 
originally estimated that receipts would yield not more 
than 14,375,000 quetzales, and expenditure had been 
calculated in accordance with that estimate. Every effort 
had been made to keep the estimated revenue and expen- 
diture within the limits of the national resources, in order 
not to disturb the balance of the Budget. Unfortunately, 
the administration could not wholly control expenditure, 
and, at times, unforeseen expenses had to be incurred, 
so that the estimated revenue had been fixed at a some- 
what higher level to balance the national accounts. 

At the end of the year 1928, the Republic of Guate- 
mala had External Debt totalling £1,737,800 sterling and 
U.S. $5,782,000. The Internal Debt, payable in Guate- 
malan currency, at December 31, 1927, was reported to 
be 252,419 quetzales of Funded Debt and 6,594,842 quet- 
zales of Floating Debt. The history of the National Debt 
of the Republic is of some interest. The debt originated 
as a 6 per cent. loan for £1,428,571 sterling, which was 
offered by the firm of Barclay, Herring and Co. for the 
Central American Federation, of which the Republic of 
Guatemala then formed part. The total amount of the 
loan issued was only £163,000, which was offered at the 
price of 73 per cent., and, on the breaking up of the 
Federation, Guatemala assumed five-twelfths of the 
£163,000, or £67,900. This debt remained in default until 
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the year 1856, when it was retired from the proceeds of 
a 5 per cent. loan for £100,000 floated in London, for one- 
third of which emission, as well as for certain interest 
in arrear, Guatemala acknowledged her liability. In 
1869, a 6 per cent. loan for £500,000 was issued in London 
at the price of 703 per cent., but, in 1876, the 1856 and 
1869 loans went into default. Negotiations by the bond- 
holders for a settlement were interrupted and delayed by 
political disturbances. In 1888, the external bondholders 
accepted a decree of 1887, and new External Consoli- 
dated 4 per cent. Bonds for £922,700 were issued and 
exchanged for the bonds of the 1856 and 1869 loans. 
The conversion of the Internal Bonds into a new Con- 
solidated Internal Debt was effected upon similar con- 
ditions, the new bonds being issued in Guatemala, and 
a total of $6,400,000 of them was introduced on the 
London market. In 1894, default again occurred on both 
the External and Internal Consolidated Debts. In 1895, 
an issue took place of 4 per cent. External Debt for an 
amount of £1,600,000 sterling, issued under new arrange- 
ments accepted by the bondholders for the conversion of 
the outstanding External and Internal Debts. The new 
loan was secured by a special tax fixed at $150 gold 
per quintal of coffee exported, the proceeds of this tax 
to be paid to the agent of the bondholders in Guatemala. 
In the year 1899, as a result of contracts made by the 
President then in office with certain German interests, 
whereby the latter obtained control of the revenue 
assigned for the service of the sterling loan of 1895, 
interest and sinking fund on the 1895 loan went into 
default. In 1913, an agreement was signed between the 
Guatemalan Government and the Council of Foreign 
Bondholders in London, in which payment of interest in 
cash was resumed and non-interest-bearing deferred 
certificates were issued for the arrears of interest. The 
sinking fund was suspended under the agreement until 
1917, and was not resumed until 1919, since which year 
it has been operated according to schedule. 

The deferred certificates above referred to, issued and 
outstanding to the amount of £844,603, were exchanged 
in 1927 into 4 per cent. external bonds of their equivalent 
face value. 

Since the inauguration of the Guatemalan Congress 
in March last, the business of the Legislature has been 
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occupied mainly in sounding public opinion in regard to 
the proposed new loan. The general opposition which 
had previously been in evidence towards the proposed 
contraction of an American loan apparently underwent 
an almost complete change, owing to the severe measure 
of credit stringency in evidence. In the result, the Guate- 
malan Minister of Finance submitted to Congress a Bill 
applying for authority to negotiate “ad referendum” a 
foreign loan up to a total of 15,000,000 quetzales, the 
bonds to be for a term of not less than twenty-five years. 
The proceeds of the loan are to be utilized in redeeming 
all the outstanding debts of the Government, with, the 
exception of the British 4 per cent. debt, as well as in pro- 
viding an amount of 3,000,000 quetzales of capital for 
the proposed new agricultural mortgage bank, styled the 
Credito Hipotecario Nacional, and the balance of the loan 
is to be expended on public works, highways, &c. It is 
proposed in the Bill to set aside for redemption of the new 
loan up to 25 per cent. of the total revenue for import 
duties. In the preamble to the Bill, it is also mentioned 
that the Government considers that, in view of the present 
economic situation of the country, it is necessary to obtain 
capital in order to meet urgent public requirements. 

In consequence of the difficult credit situation already 
referred to, those having the best interests of Guatemala 
in mind are disposed to consider that the two main 
objectives at the present time should be (a) the establish- 
ment of an efficient mortgage bank, and (b) financial 
measures to ensure the maintenance of the quetzal gold 
standard. If the contemplated loan is negotiated, pro- 
bably one of the first steps taken will be the creation of 
the mortgage bank, which institution would proceed to 
purchase from the Banco Central de Guatemala their 
existing mortgages on plantations and residential pro- 
perties. The mortgage bank would be a Government 
institution, and would, no doubt, benefit the entire 
country, freeing the Banco Central from responsibility 
for its mortgage loans, and placing that institution in a 
more liquid position, such as would enable it to give 
stronger support to the gold quetzal standard. 

Whilst the contraction of a fresh foreign loan for a 
reasonable amount might be of great benefit in consoli- 
dating the present position of the national finances of 
Guatemala, the hope may be expressed that its flotation 
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and utilization may be spread over a period compatible 
with the power of economic absorption of the funds in the 
directions stipulated and the country’s capacity to meet 
its total debt service. Certainly, the full contemplated 
amount might be authorized in the first place—as has 
already been found practicable in the case of consolida- 
tion loans issued by other Latin American republics— 
but the actual issue and allocation of the proceeds of the 
loan might well be apportioned into relatively small sums 
set aside for specific projects to be undertaken at stated 
intervals. In view of the recent improved tendency in 
monetary conditions in both London and New York— 
from the point of view of cheap money—it would appear 
likely that a loan for the Guatemalan Government on 
some such basis as indicated above might be successfully 
negotiated either at the present time or in the early future. 

The total public debt of Guatemala is placed officially 
at 15,550,000 quetzales, whilst the population is 2,137,000, 
so that the debt per head of population stands at the figure 
of 73 quetzales, or, say, 30s., which is remarkably low, 
even taking into account the relatively small proportion 
of inhabitants who could be fairly regarded as in a 
monetary position to respond. 

The possibilities in regard to the Consolidation Loan, 
however, are closely bound up with the situation in 
regard to coffee, the sale of which constitutes the principal 
source of wealth to the country, so that the immediate 
outlook is largely dependant upon world market condi- 
tions for that commodity. On the other hand, undoubtedly 
there is need of funds for the development of transport 
facilities, so as to enable the Republic to increase and 
diversify her natural productivity. 

The economic difficulties which Guatemala is encoun- 
tering at the present time are beyond her control, as is 
the case of most Latin-American countries, which, as pro- 
ducers of primary products, are affected by present world 
over-production and lower price levels. The effects of the 
exceptionally severe crisis in the coffee market in the 
autumn of last year are bound to be felt for some time, 
but already the Guatemalan outlook is brighter, and it is 
reasonable to predict that Guatemala will resume her 
normal commercial and economic life immediately the 
world-wide economic cycle changes its phase. 
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Republic of Guatemala 
Banking and Currency Systems 


By a Banking Correspondent 


economic, and financial problems which have con- 

fronted the European peoples have been of so 
intricate and grave a nature, and the efforts at consoli- 
dation necessarily so intensive, that they have probably 
not fully realized the extent to which progress in similar 
directions has taken place on the South American Conti- 
nent. In the majority of the republics comprised in that 
area, legal stabilization of exchange has been accom- 
plished upon a gold standard basis, Central Banks of 
Issue—charged with full control of credit machinery— 
have been established, whilst, in addition, legislation of 
a general nature for the control of the banking industry 
has also been enacted in some cases. The Republic of 
Guatemala has been no exception to this general move- 
ment for reform and modernization of credit machinery, 
the currency of the State having been established on a 
gold standard basis in conjunction with the inauguration 
of a Central Bank of Issue, known as the Banco Central 
de Guatemala. Whilst, therefore, the period of currency 
uncertainty inevitably attaching to a young and progres- 
sive country has been passed, it may be of interest to 
trace the monetary history of the Republic through the 
stages of evolution to its present high level of stability. 

A regime of inconvertible bank-notes was first estab- 
lished in Guatemala in 1899, when the banks were 
required to loan to the Government their silver reserves, 
and were, at the same time, freed from all responsibility 
for the conversion of their outstanding notes. Before this 
time, the unit of currency had been a silver peso of 25°4 
grammes, nine-tenths fine, and the exchange rates had 
followed the course of the bullion value of the silver 
money in relation to gold. The approximate amount of 
inconvertible bank-notes in circulation at end June, 1923, 
was some 400,000,000 pesos, and the depreciation in the 
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value of the bank-notes brought about the general use 
of United States currency in Guatemala for nearly all 
purposes. 

By an Executive Decree of September 14, 1923, the 
Government established at Guatemala City, under the 
name of Caja Reguladora, an institution for the stabiliza- 
tion of exchange. The resources of the Caja Reguladora 
were to consist of a share in the gold export tax on coffee, 
and its principal object was to buy and sell exchange, 
although it was also permitted to accept deposits and to 
issue certificates therefor. In actual operation, one of its 
chief functions was the interchange of local money for 
United States currency, which was then generally used 
throughout the Republic, except in the rural sections, at 
the prescribed rate of 60 pesos to one United States dollar. 
Notwithstanding the limited scope of its operations, the 
Caja was successful in maintaining stability, whilst, at 
the same time, the finances of the Government were so 
improved as to enable it to dispense with bank loans, thus 
removing the likelihood of excessive currency inflation. 

The Caja was reorganized by decree of December 3, 
1924, and its directorate, formerly composed entirely of 
business men who served voluntarily, was thereafter 
made up of three representatives of the Government, two 
of the old banks of issue, and one each of the Chamber 
of Commerce and of the Association of Agriculturists. 
Under a decree of February 4, 1925, the income of the 
Caja from public revenues, representing in effect repay- 
ment of the sums owed to the banks by the Government, 
was derived from a sliding surtax, collected in gold upon 
coffee exports, and a similar duty upon exports of sugar. 
Under the Monetary Law, passed in November, 1924, 
the reserve fund to be accumulated under the admini- 
stration of the Caja Reguladora was placed at 40 per 
cent. of the outstanding bank-notes. This fund was to 
be derived from the following sources: (a) The amounts 
which the State owed to the existing banks of issue ; (b) an 
additional payment by the existing banks of issue of 2 
per cent. annually of their notes in circulation; and 
(c) sums which the State should contribute to be applied 
to the reserve in order to cover any shortage in the two 
preceding items. 

The Monetary Law mentioned above provided for 
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the establishment of a new unit of currency called the 
gold quetzal, which, by a further law dated May 2, 1925, 
was introduced as equivalent to one United States dollar, 
and to 60 pesos of the old currency. It was also further 
enacted that, in respect of obligations payable in national 
currency contracted after the law became effective, in the 
event of the obligation being contracted simply in pesos, 
it should be discharged in the notes of the existing banks 
of issue or of the Caja Reguladora at their nominal 
value, although the debtor might otherwise discharge his 
liability by payment of one coined quetzal or one United 
States dollar for every 60 pesos. Obligations contracted 
in quetzales, or in national gold pesos, with the express 
mention thereof, were required to be liquidated in gold 
quetzales, or in American gold coin, at the rate of one 
dollar for every 60 pesos. 

As above indicated, the new unit of currency, the 
gold quetzal, was definitely established on the basis of the 
same gold content and the same weight and fineness as the 
United States dollar. At the same time, legislation wascon- 
templated for the organization of a central bank of issue. 
In certain directions, some opposition to this scheme was 
forthcoming, and the actual establishment of the new 
institution was postponed. On June 30, 1926, however, 
a decree was issued which stressed the necessity for a 
central bank, and called attention to the fact that the 
accumulation of the legally requisite gold reserve of 40 
per cent. against the note circulation had been completed 
by the Caja Reguladora. The decree authorized the 
creation of the Banco Central de Guatemala as a limited 
liability company, constituted under the laws of the 
Republic, and with head office in Guatemala City. The 
terms of the law provided that the bank should be con- 
stituted as a bank of issue, deposit and discount, with an 
initial duration of 30 years, and an authorized capital 
of 10,000,000 quetzales. A capital amount of 1,000,000 
quetzales was subscribed by the Government, but sub- 
scriptions to the shares of the bank were received up to 
the amount of the subscribed capital, which was fixed at 
2,000,000 quetzales. So soon as the shares of the institu- 
tion representing 1,000,000 quetzales were paid up, the 
Government made arrangements for the sale at the best 
price obtainable of the shares, corresponding to the 
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capital subscribed by them. The nominal value of the 
shares is I0 quetzales each. The exclusive right of note 
issue was granted to the central bank for a period of 
ten years only, but this was afterwards extended to 25 
years. The bank has two departments: the issue depart- 
ment, which may engage in all operations proper to 
banks of issue, deposit and discount ; and the agricultural 
mortgage department, to which was allocated 25 per cent. 
of the total capital, but was to be discontinued so soon as 
one or more private banks of the same kind were 
established. 

The responsibility for the existing bank-notes was 
thus assumed by the Banco Central, which must redeem 
them in metallic money or in gold sight-drafts. The 
assets and liabilities of the Caja Reguladora were taken 
over and the latter institution dissolved. The Banco 
Central has gradually replaced the paper note circulation 
with its own notes, which are issued against a gold reserve 
of 40 per cent., the balance of the liability on this account 
being represented by approved assets. In addition, the 
bank must hold a reserve against its deposits, not exceed- 
ing 30 days, as to 25 per cent. in gold and 75 per cent. in 
approved assets. 

In addition to the monetary laws and the law estab- 
lishing the Banco Central, comprehensive legislation 
covering the operation of credit institutions in Guatemala 
was enacted under date May 21, 1925. For this purpose, 
the banks were divided into the following categories: 
(a) The Central Bank; (b) commercial and private 
deposit banks; (c) land and mortgage banks; (d) agri- 
cultural banking associations; (e) savings banks; 
(f) deposit warehouses ; and (g) foreign banks. 

The operations of the various classes of institutions 
were thus brought under regulations applicable to their 
respective fields. Commercial banks and banks of 
deposit are limited practically to short-time credit opera- 
tions ; land and mortgage banks may make loans secured 
by first lien on real estate up to 50 per cent. of the pro- 
perty valuation, and are permitted to issue mortgage 
bonds secured by such loans ; agricultural banking asso- 
ciations are empowered to issue loan certificates against 
their loans to farmers; savings banks may lend money 
on mortgages, or may invest in mortgage bonds or other 
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approved securities ; deposit warehouses may issue nego- 
tiable warrants secured by produce and merchandise ; 
foreign banks may exercise all usual banking functions, 
except the issue of notes or land mortgage bonds, and 
those reserved for the savings banks and the deposit 
warehouses. Official inspection is made of the various 
credit institutions by an officer under the Minister of 
Finance. 

Foreign banking in Guatemala is represented solely 
by an English institution, the Anglo-South American 
Bank, which, in the year 1926, took over the branch in 
Guatemala City of the Commercial Bank of Spanish 
America. There are also a number of locally-capitalized 
institutions which operate in the principal trading centres 
in the Republic, including the Banco de Guatemala, 
which has sixteen branches, the Pacific Bank and Trust 
Company, the Banco Internacional de Guatemala, the 
Banco de Occidente, the Banco Americano de Guate- 
mala, and the Banco Agricola Hipotecario. 

The wealth of the Republic lies in its agricultural 
industries, the chief crop being coffee, shipments of which 
comprise some 8o per cent. of the total exports. Coffee 
grown in Guatemala is mostly of fine quality ; while other 
export trades are timber, sugar, and bananas, shipments 
of which, however, are relatively unimportant. Articles 
imported into Guatemala consist chiefly of manufactured 
goods, of which about 55 per cent. are derived from the 
United States, and the balance from Great Britain, Ger- 
many, Mexico, and France. In common with other 
coffee-producing countries, Guatemala has had several 
years of great prosperity, but, since the summer of 1929, 
the general commercial situation in the Republic has 
become depressed, owing to world over-production of the 
commodity, the crisis in Brazil naturally having exer- 
cised an adverse effect. 

Quite recently, however, the conditions in the local 
markets for coffee have shown improvement, and it must 
be borne in mind that conditions in the Central American 
coffee-producing countries are fundamentally different 
from those in Brazil, the marketing schemes of which 
have, indeed, been of direct benefit to competitive coffee- 
producing countries. The future of Guatemala is 
regarded with confidence, and the central bank system 
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has been of very real value in preserving stable credit 
conditions. In this connection, there may be cited the 
following brief quotation from the introductory remarks 
in the report of the Banco Central de Guatemala for the 
period ended December 1929: 


“The Banco Central, despite the predictions of 
some sceptics that serious difficulties would attend 
the stability of the Guatemalan monetary system 
owing to the critical position of the coffee industry, 
has successfully met the situation, proof of which 
was the ready confidence of the public in the notes 
of both the Banco Central and the old issuing banks, 
whose notes the central bank had taken over. The 
notes are redeemable in gold or sight drafts on 
demand. Deposits in the central bank have actually 
increased, namely, from 2,021,303 quetzales at 
December 31, 1928, to 2,122,870 quetzales at 
December 31, 1920.” 


There is now pending a further important develop- 
ment in the modernization of the banking system of 
Guatemala, namely, the probable creation of the Credito 
Hipotecario Nacional, the principal object of which will 
be the granting of long-dated loans against approved 
mortgages. The Minister of Finance has submitted to 
Congress a Bill applying for authority to negotiate a 
foreign loan up to a total of 15,000,000 quetzales, to run 
for a period of not less than 25 years. The proceeds of 
the loan would be utilized for providing part of the 
capital for the new bank, in addition to other important 
uses, such as the redemption of outstanding Government 
debts, and the construction of public works and high- 
ways. It is believed that the flotation of the loan would 
be followed very shortly by the creation of the new bank, 
which will probably take over from the central bank 
their existing mortgages on real property, thereby leaving 
the central bank free to confine itself to the operations 
more proper to its character. 











Republic of Guatemala 







THE MESSAGE OF THE PRESIDENT OF THE REPUBLIC OF | 
GUATEMALA, GENERAL L. CHACON, TO THE NATIONAL LEGIS- 


LATIVE ASSEMBLY ON THE OCCASION OF THE INAUGURATION 
OF ITS ORDINARY SESSIONS. 









HE Public Works carried out during 1929 have been of great | 
importance. 











The International Railways have continued giving an efficient | 
service on all their lines. In December last the construction of the 
Zacapa-Frontera line was completed, and the international service with | 
El Salvador was inaugurated on the actual frontier, with the attendance | 
of the Presidents of the two Republics, and that of other high officials | 
of both Governments. The benefits derived frorn this important railway 
are beginning to be appreciated, and undoubtedly, as a new means of 
communication with the neighbouring Republic of San Salvador, this 
line will constitute a means of rapidly improving relations of all kinds 
between the two countries. 





























The Los Altos Railway was also finished. This line starts from San 
Felipe, in the Department of Retalhuleu, and goes on to the town of | 
Quezaltenango. The constructing company will hand over the works | 
to the Government in a very short time, and after hearing the report of 
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the Technical Committee, presided over by an expert Swiss engineer | 
specially engaged in order to report on the line, it will be placed under 
the direct control of the State, and dedicated to that important western 
region of the Republic which it is destined to serve. 
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REPUBLIC OF GUATEMALA. —cont. 


The Telegraph Service has had all the attention necessary to ensure 
its efficient working, the existing lines having been repaired, and other 


| new lines of great importance having been constructed, in order to cope 
| with the requirements of the public. For the double line which is to 


be laid down to connect with the Republic of San Salvador materials 


| have been acquired to the value of Q. 45,000. 


Wireless communication was constantly maintained in a satisfactory 
manner both with the interior and in the international service. As an 


| experiment a broadcasting station was recently installed in this capital. 


This is working perfectly, and is being taken advantage of as a means 
of cultural instruction in the interior of the country, as well as to bring 
us into closer touch with other countries. The automatic telephone 
service, within the narrow limits of its installation, has worked very 
efficiently, but the necessity of its extension is becoming more marked 
every day, if the constant demand for new instruments is to be taken 


| asa guide. 


More efficient service has also been given by the Post Office, by 


| increasing the number of postal services and opening up new ones, more 
| especially in connection with the modern and rapid system of aerial 


communications. Respecting the latter, the Secretariat of Public 


| Works has entered into contracts with various important aerial navigation 
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enterprises, and these will be submitted to the approval of the Honourable 
Assembly at an early date. These contracts are with : the Pan-American 
Airways, the Compafiia Mexicana de Aviacién, and the Pickwick 
Airways, Inc. Provisional permission has been given to these companies 
to commence their services for the transportation of mails and passengers, 
and these services are now functioning. The constant increase in civil 
aviation services, and the necessity of maintaining them up to the standards 
of international legislation, have brought about the creation of a Direc- 
torate of Aeronautics, under the auspices of which are carried out the 
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work of examining passports, registering aerial machines, licensing 
these and pilots, and in general everything relating to aerial traffic on 


the civil side. 


The preliminary work in connection with the new census of the Re- 
public is being carried out in all the Departments, with greatest care 
and diligence, by a special staff under the control of the Directorate of 
the Census established in this city. 


Within the limits of the Budget, labours connected with Public Works 
have continued. A building destined for the use of the Anatomical 
Amphitheatre has been recently inaugurated in this capital. This building 
was constructed in strict accordance with the modern practices governing 
the construction of this type of building, keeping to the forefront the 
altruistic purposes for which it is intended. Work has also been started 
on the total reconstruction of the School of Medicine, on the same ground 
previously occupied by this institution, and forming one composite 
body with the different departments of this school, and the annexes for 
the Laboratory and School of Dentistry, on which work is being simul- 
taneously carried out. These works will be finished in a short time. 
On the site occupied by the Centenary Palace, important works of civic 
adornment are also being carried out, and these are nearing completion. 
These will make this central place a regular recreation park for the use 
of the public. Work has been carried out on the new church of Calvario, 
which is now nearly finished. The Government is doing this work 
in order that the building may take the place of the present church, 
which is to be demolished, in accordance with the plan for carrying on 6th 
South Avenue up to the National ‘La Aurora” Park. For the past 
few months a Committee of Engineers from the Directorate of Public 
Works has been engaged in preparing a survey of boundaries and pro- 
perties in Guatemala City, which will be of great importance for future 
surveys in respect of drainage and paving in the city. A similar 
survey is being carried out at Puerto Barrios in connection with 
the town-planning and sanitation schemes of that port. 














REPUBLIC OF GUATEMALA.—cont. 


The scarcity of dwelling-houses and the very bad sanitary conditions 
of the camps just outside the capital have compelled the Government, 
which is always anxious to better the standard of living of the workers, 
to parcel out the ‘‘ La Recoleccién”’ and “ La Palmita” properties in 
lots, dividing them up gratuitously among workmen and other persons 
of modest economic status, in order that they may be able to acquire 
a dwelling-place. 


Various municipal authorities in the Republic have been granted 
help for the repair and construction of their public buildings, and for 
carrying out water-supply schemes. The help has taken the form of 
providing materials and piping for such works, and the total cost of 
same exceeded Q. 33,000. 


The development and encouragement of agriculture has been, and 
continues to be, one of the major preoccupations of the Government, 
inasmuch as the economic welfare of the country depends principally 
on its agricultural production. It is for this reason that Governmental 
action, for the greater part, must consist in helping and stimulating 
the agriculturist. 


So that there should always be harmonious co-operation between the 
Secretary of State for Agriculture and the organized agricultural com- 
munity in the work both are carrying out, the Government has made it 
its business to be in intimate contact with the directive bodies of the 
agricultural associations, on the ground that these bodies are the most 
interested parties in arriving at a solution of the problems confronting 
the agricultural community. The new situation brought about by the 
fall in the price of coffee, which is our principal export, indicates the 
necessity of diverting the activities of the workers towards other fields 
of cultivation. This does not signify in any way the abandonment of that 
which has been the principal source of wealth of the country, especially 
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if it is remembered that there may very possibly be a favourable reaction 
in the price of coffee in foreign markets. In this direction the Govern- 
ment considers that it is an urgent necessity that the workers should be 
given the opportunity of acquiring land in small lots. In all cases 
preference is being given to natives of Guatemala who for any reason may 
be working in neighbouring countries, so as to bring them back to their 
own country. The inducements given to them include the fact that they 
will become property-owners, and that ample facilities will be afforded 
them, so that they may be enabled to return and dedicate their energies 


to nationally productive labour. 


It is becoming necessary to intensify the campaign of agricultural 
propaganda by efficacious means, and with this end in view the Secretariat 


of Agriculture has commenced work in this direction by putting several 
pertinent measures into operation. One of these has been the establish- 
ment of a Travelling Bureau, which is giving extremely satisfactory 
results. In order that coffee exporters might benefit, the Government 
entered into negotiations with the steamship companies, and secured a 
reduction in the freight rates, amounting to 25 cts. gold per quintal. 
In the circumstances this constitutes a very substantial aid. 


In the Zoological Park of “ La Aurora,” important works of improve- 
ment and embellishment have been carried out. The new buildings are of 
a superior type, and for this reason of a permanent character. The 
collection of animals has been greatly increased, there now being more 
than 500 on exhibition. The labours of the Committee appointed for 
the upkeep and development of the Park are worthy of the greatest 


praise. 
Private persons have assisted with gifts of money and animals, which 


proves the sympathy and liking the public of Guatemala have for works 
of a progressive nature undertaken in their country. 


For the protection of the cattle industry and to stimulate the interest 
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of breeders, lymphs and other matter of a curative and preventative 
nature were imported to the value of Q. 1,588°32. The properties and 
characteristics of the lymphs, etc., have been made widely known, and their 
application has been gratuitous in the zones where they were considered 
necessary. The Directorate of Zoological Technology and Veterinary 
Science has attended promptly, and also gratuitously, to all those who 
have consulted it, and has recommended appropriate sanitary measures 
in defence of the cattle industry. With the object of improving our stock 
pedigree cattle has been imported and exhibitions have been held, which 
have produced brilliant results. 


The Meteorological Observatory has continued functioning in this 
capital, supplying data of the greatest importance. Another observatory 
has been established in the National School of Agriculture of Quezalten- 
ango, and both now form part of the Meteorological Committee which 
has its seat, provisionally, in De Bilt, Holland. 


The building constructed near the National Central School of Agri- 
culture for the Agricultural Chemical Laboratory was finished and put 
into service on June 30. The labours of the three agricultural schools 
established in this capital, in Quezaltenango, and in Jalapa, were carried 
out in a normal fashion, each school having been supplied with the admini- 
strative and technical staffs required for the efficient working of these 
establishments. Extensions were made in the buildings in which the 
schools are housed, and reforms have been made to meet the individual 
requirements of each. 


The Government assisted at the Exhibitions of Seville, in Spain, and 
Santa Ana, in E] Salvador, an important position for our products having 
been secured at each exhibition. In the Fair, which took place in this 
capital last year, an exhibition of agricultural machinery, cattle in general, 
poultry, etc., was held. A cattle show was also organized by the Agri- 
cultural School of Quezaltenango. 


The road question has had special attention, in accordance with the 
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declared policy of the Government on this matter. Apart from the 
maintenance of the roads already in existence, new roads have been 
opened for public service, and important works in this direction are being 
carried out. On the works, machinery has been used to a great extent 
in order to secure the maximum efficiency. Particular mention should be 
made of the asphalt paving work being carried out in La Reforma, and in 
the street of Real del Guarda Viejo, which constitute test pieces for 
future improvement work of a like nature. 


The National Revenue for the Fiscal Year 1928-29 reached the sum 
of Q. 15,398,824°35, and the Expenditure was Q. 15,409,149°36, there 
being in consequence a deficit of Q. 10,325°01. The certified accounts of 
these figures will be duly presented by the Secretary of the Treasury, in 
compliance with constitutional practice. The same Secretariat of State 
has under consideration the General Estimate of Income and Expenditure 
for the fiscal year 1930-31, which will be submitted at the proper time to 
the consideration of the Honourable Assembly. Owing to the present 
economic condition of the country, a considerable decrease in revenue 
is foreshadowed in the new Estimates, which will entail a corresponding 
decrease in Expenditure, inasmuch as the Government believes it to be 
its duty not to alter or disturb the equilibrium of the budget. It will 
be very difficult, however, with reduced estimates, for the Government 
to maintain public services at the standard of efficiency which is neces- 
sary to the country, and it will also be impossible to carry out the 
public works so necessary for continued national progress and 
development. 


The Banco Central de Guatemala has continued functioning perfectly, 
fulfilling in a satisfactory manner the purposes for which it was brought 
into being, and the public continue to honour it with their entire con- 
fidence. On December 31, 1928, the money in circulation was 
Q. 9,935,481°44, of which Q. 4,715,481°44, represented bills issued by 
the old banks, and Q. 5,220,000, issued by the Banco Central. At the 
same date in 1929, the bills of the old monetary era in circulation amounted 
to Q. 2,965,481°47, and those of the Banco Central to Q. 6,700,000, making 
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a total of Q. 9,665,481-47. Thus, compared with 1928 there has been a 
decrease in circulation of Q. 269,999°97. 


During the year 1929, the State paid the Banco Central, on account 
of the circulation of bills of the old banks, the sum of Q. 945,591°32 
with which the total paid to the said institution under this 
heading reached Q. 6,293,442°45 on December 31 of the year 
referred to. 


At the same date, the balance owing to the Banco Central for the 
circulation of the old Bills remained at Q. 1,597,039°02. 


In the year 1929, the Banco Central destroyed Bills of the old banks to 
the value of Q. 1,750,000 making the total amount destroyed up to 
December 31, 1929, Q. 4,925,000. 


In conformity with the Leglislative Decree No. 1616, the Executive 
through the intermediary of competent persons in the matter (one of 
these persons being the distinguished Costa Rican financier, Sr. Tomas 
Soley Giiell), proceeded to study the question of the organization of the 
Crédito Hipotecario Nacional de Guatemala (National Mortgage Bank), 
which was subsequently brought into being by Governmental Decree 
No. 1040 of December 4 last. The Secretariat of the Treasury will 
render an account of the said Law to the Honourable Assembly during 
its present sessions, and is at the moment in negotiation for the 
inauguration of this important credit institution. 


The new Customs Laws decreed by this Assembly in its sessions of 
last year are now in force, and from these laws the very best results are 
anticipated. The Tariff came into force on July 1, and the Code 
on January 1 of the current year. The Republic religiously complied 
with the payments of the services of the Public Debt, and I am pleased 
to inform you that in the year it has amortized Q. 2,071,950° 49, the Debt 
being thus reduced on December 31 last to Q. 15,556,018: 30. 


a ee 
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TableI GOLD HOLDINGS OF CENT} 
(IN MILLIONS oF £) 
GERMANY 
u.s.A. | FRANCE | BELGIUM | NETHER- |penmaRK| NORWAY | SWEDEN 
Total Abn 
1927 
JANUARY ‘3 586-8 146°1 17-7 34-2 11-1 8-1 12:4 89-6 ? 
APRIL “6 622°8 146°0 18-1 34°6 10°6 8-1 12-2 90-6 5 
JULY “5 619-1 146-0 18:4 33-2 10-0 8-1 12-2 88°1 ! 
OCTOBER. . “4 610-6 146-0 19-3 31°9 10-0 8-1 12-7 90-6 $ 
1928 
JANUARY ‘7 577-0 145-9 21-0 33-9 10-0 8-1 12-7 91-3 | 4 
APRIL “4 564°8 145-9 21-7 35°9 10-0 81 12°8 95-9 4 
JULY ‘2 533-2 236-7 22-9 35°9 10-0 8-1 12-7 103-1 4 
OCTOBER. . 5-1 639-3 247°3 23-1 35°9 9°5 8.1 13°1 121°2 4 
1929 
JANUARY “2 540-8 263-1 25-8 35-9 9°5 8-1 13°0 183-6 
APRIL 5-8 570-2 275°3 26-0 34-9 9°5 8-1 12-9 126°3 6 
JUNE 3°2 590-9 294-7 28-2 36-1 9°5 8-1 12-9 86-4 
JULY ‘ “4 596°3 295°2 28-8 36°7 9-5 8-1 12-9 97°6 4 
AUGUST .. “4 603°8 309°7 28-9 37° 9-5 8-1 12-9 105-2 ro 
SEPTEMBER a | 610-7 314-2 29°2 36°6 9-5 81 13°3 106-9 1 
OCTOBER... 7 619-0 320-2 29-3 H 36°6 9°5 8-1 13°3 108°3 i 
NOVEMBER ‘9 624-5 324°4 30°5 36°6 9-5 8-1 13°3 109-1 7 
DECEMBER 7:0 609-1 332-1 32-1 | 37°0 9°5 8-1 13-2 109°9 q 
1930 
JANUARY 601-9 341-8 33-6 37-0 9-5 8-1 13-5 111-8 | ? 
FEERRUARY 611-3 347°4 33-7 36-1 9-5 8-1 13-4 113-8 7 
MARCH 324°5 342-9 33-7 36-1 9-5 8-1 13-4 120°5 t 
APRIL 620-9 341-0 33-8 35-7 9°5 8-1 13-4 124°5 7 
May 631-4 | 340-9 | 34:1 | 35-7 9-5 8-1 13-4 | 125-1 | 7 
JUNE 28-9 352-8 34-3. | 35-7 8:1 13-3 | 128-2 | 7 
1 The figures are taken from the first returns of the month, except thoseff umarh 
2 Excluding a small amount held in the Banking Department. 
3 Gold and silver holdings. 
Table II CREDIT AND CURRENCY (millions of £) 
1 2 
CLEARING BANKS," BANK OF ENGLAND 
Other Deposits Government | 4 
LM |6OONSES 8 . P 
Cash Advances in Banking Reserve Notes in 
Bankers’ Depart- Circulation 
Total Balances ment 
1927 | JAN 
JANCARY.. 3°9 196-7 897-8 116°8 _ 32-7 33-2 | 365°8 j APR 
APRIL 2 191-9 912-3 102-3 -- 36°5 35-3 376°8 Jun 
JuLY ee “9 193°5 919°2 102-6 _ 49.1 33-4 378-8 Oct 
OCTOBER .. +2 195°6 917-9 100-4 _ 49-7 34°9 374-0 
1928 i JAN 
JANUARY .. “2 197-6 | 923-0 112-9 -- 39-9 38-7 371-5 ‘APR 
APRIL 3 187°4 | 933-1 96-6 _ 32-2 42-9 373°2 Jou 
JULY ia 9 193-2 | 932-0 111°3 — 29-8 58-3 376-2 Oert 
OCTOBER .. “7 192:4 | 937-9 101-2 _ 36-4 52°6 | 370-1 
1929 JANI 
JANUARY .. “3 198-0 956-1 105-0 7°6 55-1 49-8 363-9 APRI 
APRIL 43-2 188-5 | 985-8 99-0 62-6 §1°2 55°3 360-4 May 
May 32-0 | 188°4 | 976-3 95-9 59-8 40:3 59-6 361-9 JUN: 
JUNE 70°2 | 192-7 977-2 99-6 63°8 38-3 61-3 361°7 JUL 
JULY 78°2 | 189-9 985-9 101-9 65-0 47-3 43-2 363°9 AUG 
AUGUST 58°6 188-0 981-3 97-8 61°4 73°0 30-4 369-1 SEPT 
SEPTEMBER 53:7 | 190-9 971-9 101-7 65-2 73-5 32-7 363-5 ocr 
OCTOBER .. 64°5 | 189-2 | 973-7 101-4 63°6 2-2 31-4 360°7 Nov 
NOVEMBER 51-2 | 186°5 | 973-0 97°6 58°3 63-5 36°8 356°5 DEcy 
DECEMBER 73°38 | 201°2 | 972-7 | 98°8 62°5 63°3 30-2 369°4 
| H ‘ 
1930 | Tant 
JANUARY ,767°5 192-0 969-1 111°8 75°5 64°9 53°5 355°8 FEBR 
FEBRUARY "714-0 181-5 972-2 91-4 55-6 41°9 63-7 347°2 Marc 
MARCH ,682°0 181-2 | 974-7 95°8 59-4 40°5 63°3 349°7 APRI 
APRIL 3712-0 187 968-2 101-7 | 65-2 57-1 | 60-6 359°8 AY 
May ,742-2 186-6 | 955-8 97-3 May sw. | 4742-2 | 186-5 | 955-8 7-3! 0-9 AD} 68-7 | S008 51-1 63-7 356-4 


1 Average weekly balances, nine banks. 2 Average of four or five weekly returns. % The figures prior t 
a of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “ A Banker's 


Diary,” Dec, 1928 issue.) 
tions. 


circu 





4 Prior to November 1928, “ adjusted” total of bank-note and currency not 
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b 1 
ENTRBANKS Table I—cont. 
oF £) —— 
GERMAMT , $ paste = 
RUSSIA | POLAND | .CZECHO, | aUSTRIA|HUNGARY| ITALY SWITZER-| sPAIN | ARGEN- | JAPAN 
tal Abr 
| 
. 17-4 5: 6-3 1:5 6-1 45-3 18-1 101-4 89-9 108-8 
oo 17-5 6-2 6-4 1-7 6-1 45°7 18-3 102-9 89-9 108-8 
6 | 18-8 6:5 6-4 1°7 6-9 46°4 18-0 103-0 90-2 109-0 
+e 19°4 7°6 6-4 2-4 7-1 46°5 18-3 103-1 92-9 108-9 
| 
20-0 12:1 | 6-7 2-4 71 49-2 19-5 103-2 96-8 108-8 
3 | 4 19-2 13-0 6-8 34 7-1 51-2 17-1 108-4 99-0 108-9 
9 } 4 17°5 13-9 6-9 3-4 71 53°3 17-7 103-4 | 107-2 108-9 
# ; 15+7 14-0 71 4:9 7-1 54:6 | 18-6 103-4 97-9 108-9 
; 18-9 14-3 7°3 4:9 7-2 6 20:5 101°5 | 105-2 108-8 
36 | ft 19-0 14-4 7°3 4:9 7-3 4 19-1 101-5 96-1 109-0 
sis 19°1 14-4 7°3 4-9 6-3 6 19-7 101-5 93-1 109-0 
B64 | 8 20-1 14-5 | 7:3 4:9 6-3 8 19-7 101-6 | 92-1 108-8 
wae 22-3 5-0 | 7:3 4:9 5-8 8 20°1 101°7 91-5 | 108-8 
3 tt 26:5 153 | 7:3 4-9 5°38 9 20+1 101-7 89-7 108-8 
ig be 29°2 15-7 7:5 4:9 5-8 0 21-1 101-7 90-0 108-8 
as he 29-2 15-7 7:7 4-9 5:8 1 21-2 101-7 87-1 108-9 
a 16-1 7:7 4°9 5-8 1 22-3 101°7 83-3 109-8 
"4 30°2 16-1 7:7 4-9 5:8 56-1 23-6 101°7 87°9 1073 
1-8 | 1 30-2 16-2 7:7 4:9 5:8 56°1 22+2 99-8 87:9 98-8 
ae tt 31-0 16-2 7:7 4:9 5:8 56-1 22-2 97°8 87-9 93-4 
Oe |: 83-2 162 | 77 | 4:9 5-8 56-3 2 97-9 87:9 91-7 
ee 34°3 16-2 7-7 | 4-9 5:8 56-3 22-9 97-9 87-9 94-7 
cali 35 | 16-2 | 8-0 | 4-9 5-8 56-3 22-9 98-0 
»pt those benmark, Argentina and Japan which represent the gold holdings at the end of the month. 
Table III GOLD MOVEMENTS 
PASE ND | UNITED KINGDOM | UNITED S“ATES 
| gerne = re areca 1 Nes- 
, Net Net Net VAAL GOLD 
To Influx (+) Imports Exports impcaee (+ Imports Exports = (+) A hag 
culation or Effiux (—) Exports (—) Exports (—) | fine ounce 
£millions | £ millions £ millions | £ millions $ millions 3 millions $ millions £ millions 
<< | { 
{ 1927 | 
ae 1 JANUARY .. | 0-0 2°4 3°7 -— 1:53 59-4 14-9 +44°5 3°6 
65° AvRIL ww | +272 | 51 | “8 + 4:3 14-5 2-6 +11-9 3°5 
$4 Jur ..] + °7 2-7 1-2 + 1:5 10-7 1-8 + 8-9 3-6 
te OCTOBER .. + °7 1°3 1-0 + °3 2-1 10-7 =- O65 3-6 
1928 
: JANUARY .. | + 3°9 | 4:1 2-2 + 1:9 38-3 52-1 —13-8 3°6 
71:5 APRIL + 2-4 | 2-4 «| “6 + 1°8 5°3 96°5 —91°2 3°5 
73-2 Juy ..|/ +21 | 49 1:9 | + 3:0 10-3 74°2 —63-9 3°7 
se OCTOBER .. — 5-2 | 353 9-4 — 61 14-3 1-0 +18°3 3°8 
7 
1929 
i JANUARY .. —- 2 | 2:4 §°7 — 3°3 48-6 1-4 +47-2 3°7 
ote = APRIL » oF | 3°3 “8 + 2°5 24-7 1°6 + 23-1 3:7 
$e May +50 | 5:8 | 1:0 + 4:8 24-1 “5 +23°6 3-8 
61-9 JUNE - 71 4°3 8-2 — 3-9 30°8 6 +30-2 3-6 
~# JULY —14°3 4-6 20-6 | 16-0 35-5 8 +34-7 3-8 
oy AUGUST .. | — 6°6 3-5 3-3 | — 87 19-3 “9 +18-4 3-8 
3691 SEPTEMBER — 56 3:8 85 | — 4:7 18-8 1:2 +17°6 3:6 
363 °5 OcToBER ..| + 1°38 5+9 55 | + -4 21:3 3°8 +17°5 3°8 
4 NOVEMBER | + 2:3 | 7-4 57 | + 1-7 71 30-3 —23-2 3-7 
eo. DECEMBER 12-1 | 18-4 3-4 | +10-0 8-1 =—s | <3 $7 
1930 
_ & January ..| + 4-0 | 8:6 3-3 + 5:3 12-9 8-9 4-0 3-8 
oe FEBRUARY + 1-1 | 8-0 7-0 + 1-0 60-2 0-2 + 60-0 3°5 
347-2 MRcH + 4°83 | 7:9 2°6 + 5:3 55°8 0°3 +55°5 3°8 
349-7 APRIL +66 | 8-8 3-0 + 5:8 65°8 0-1 +65°7 3:7 
359 May — 6-7 | 9-3 12-6 — 3:3 3-9 
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Table IV 





LONDON 


Discount Rates Treasury Bills 


. . ay t 
Week ending Bank Rate : 


Loan Rate. | Bank Bills aia Weekly Tender Amount Amount 


3 months 3 months Rate Offered Applied for 


Per cent. Per cent. Per cent. Per cent. Per cent. £ millions £ millions 
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All figures given above, except those of 
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Table V 





satisniceninsiiastiiv ee ——-, 
NEW yorK| MONTREAL PARIS BRUSSELS MILAN ZURICH MADRID | 
Fr.to£ Belga to £ Lire to £ Fr. to£ 


PAR OF EXCHANGE.. 





1927 
JANUARY ee 
APRIL .. ee 
JULY .. : 
OcTOBER 


1928 
JANUARY 
APRIL .. 
JULY .. 
OCTOBER 


1929 





JANUARY 
APRIL 
May... 
JUNE .. 
JULY 
AUGUST 
SEPTEMBER 
OOTOBER 
NOVEMBER 
DECEMBER 


a ee 
La 
Pe et et et et eet eet bet es eet 


1930 
JANUARY ee ee ‘ . : : . “162 
FEBRUARY oe oe : : ; y 92-86 25-197 | 
MAROH . 86% 4 4 . 92-849 | 25-136 39-447 
APRIL .. oe ee “g ° ; 92-777 | 25-095 38-946 
May .. oe ee ° ; ; 92-716 | 25-108 39-721 











1 The old parity of 25-2215 bando 
2 The old parity of 25-2215 wePbando 
3 Berne until November 1929. 
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Table IV—cont. 





















































NEY | RATES 
NEW YORK PARIS | RERLIN AMSTERDAM 
Market Market Market Market 
mount Bank Rate Discount Call Money | Bank Rate Discount Bank Rate Discount Bank Rate Discount 
plied for Rate Rate Rate Rate 
pawn | 
millions Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. Per cent. 
382 | 1 
a 4} 45}; 44 3t 3% 64 6 4 2 
a | 4s 333 4} 3 2% 6x 5H 4 2 
. 44 3 4 3 23 6 58 4 28 
51-8 4 3H 4} 3 23 6 5 4 23 
57.8 4 3H 43 3 2 6 5 4 Qs 
18-5 4 3% 34 3 2 53 5 33 25 
53-9 3 343 3x5 3 2h 5+ 532 34 BE 
i 3 2 3 3 2 5+ 5k 34 2 
44-2 3 2 33 3 243 5 4 OU} 24, 
8 3} 25 4 3 2 5 447 3 okS 
oe | 3+ 248 34 3 2} 5 44 3 244 
th 34 2 4 3 2} 5 44 3 24 
46°¢ 3 3 4 3 2 5 4h 3 24 
i 3t 2h 3% 23 28 5 4} 3 24 
“7: 3 2if Bic 24 2H 5 4% 3 237 
$7 3 2 3 2 2s 5 3% 3 aii 
= | $ 2H 3 24 2s 4g 33 8 Zers 
54 | 3 245 3 24 2b 4 3} 3 2% 
44: 3 24 3 21 2 4 3 3 1H 
39° | 3 2 ts 2% 2 2 4 3 3 1 
ose of reasury Bills, are averages of daily rates. 
OREIG}EXCHANGES Table V—cont. 
DAILIB AVERAGES 
1ADRID AMSTERDAM] BERLIN PRAGUE WARSAW stock HOLM| BOMBAY KOBE RIO DE BUENOS 
F JANEIRO AIRES 
tas to £ Fl. to £ Rmk.to£ | Kronento£| Zloty tox Kr. to £& d. per Rupee | d. per Yen. d. per d. eee 
—— Milreis. Gold Peso. 
25°22I5 12°107 20°43 164 25 | 43°38 18159 i 24°58 58907 47619 
F | 
30°340 | J 12-135 20-453 163-85 43-500 18-171 18-032 24-152 5-799 46-425 
27514 12-139 20-489 163-99 43-500 18-135 17-885 23-899 5-832 47-557 
28-417 | | 12-119 20-450 163-86 43-538 18-128 17-871 23-311 5-829 47-761 
28-199 | F 12-116 20-408 164-24 43-500 18-084 17-972 22-962 5-910 47-894 
| § 
| § 
28-504 | § 12-087 20-461 164-49 43-505 18-138 18-095 23-096 5-918 47-833 
29-118 12-111 20-412 164-71 43-505 18-184 18-004 23-469 5-923 47-807 
29°511 | 12-084 20°384 164-12 43-500 18-161 17-913 22-653 5-902 47-426 
29-970 12-096 20-364 163-63 43-313 18-138 18-064 22-879 5-918 47-339 
29° 751 | 12-091 20-402 163-83 43-313 18-138 18-056 22-549 5-905 47-413 
32-928 12-090 20-475 163-89 43-313 18-173 17-965 22-082 5-869 47-284 
34-110 12-067 20°415 163-86 43-313 18-154 17-912 22-111 5-875 47-244 
34-316 12-075 20-335 163-47 43°313 18-114 17-854 21-745 5-873 47-161 
33-451 12-086 20-359 163 -87 43-308 18-098 17-820 22-541 5-873 47+227 
33-052 12-103 20-360 163-83 43-313 18-101 17°831 23-131 5-875 47-211 
32-852 | | 12-093 20-362 163-76 43-267 18-101 17-869 23-424 5-870 47°197 
33-586 12-098 20-397 164-42 43-418 18-141 17-871 23-584 5-860 46-817 
34°854 | § 12-087 20-382 164-58 43-496 18-149 17-886 24-006 5-797 46-258 
35°392 | F 12-095 20-386 164-47 43-484 18-102 17-939 24-096 5-561 45-865 
87-017 i. 12-102 20-387 164-56 43-398 18-136 17-931 24-254 5-525 45-043 
38 «28 12-123 20 - 366 164-25 43-368 18-124 17-906 24-277 5-546 42-696 
39-447 12-124 20-382 164-11 43-381 18-105 17-862 24-385 5-707 42-240 
38-946 | F 12-098 20°375 164-17 43-416 18-092 17-859 24-380 5-743 43-712 
39°721 | 12-081 20-365 163-97 43-353 18-111 17-835 24-388 5-864 43-040 













bandoned as from June 25, 1928. 
hbandoned as froin December 22, 1927. 
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Table VI 












BRITISH TRADMAND 






















































































COAL PIG-IRON (1) STEEL (1) 
Exports 
Production (including Furnaces of | Production | Production 
as 
Millions of Millionsof | ®te7dot | rhousa: 
Tons Tons month = - —— i. 
1927 
JANUARY .. ee ee ee ee 21-6 | 4°3 152 435 731 
APRIL ee oe oe ee os 20-2 | 4°3 189 680 850 
JULY ee oe ee ee ° 19-9 4-4 174 6146 687 
OCTOBER .. oe ee ee ee 20-8 4°5 162 596 699 
1928 
JANUARY .. . oe ee ee 21-5 4°3 148 560 626 
APRIL ee ee ee ee oe | 18-2 4°0 149 563 644 
JULY ec ee ee ee ee 18-1 4°5 131 538 667 
OCTOBER .. oe ee ee ‘ 21-1 5-1 136 544 756 
1929 | 
JANUARY .. oe ae ee es 22-4 4-9 139 564 765 
APRIL oe es es eo oe 20-9 5-0 152 611 809 
May ee ee ee ee oe 20-7 5-6 159 655 844 
JUNE ee ee ee oe ee 19-9 5-2 165 658 831 
JULY ae ee oe oe ee | 21-1 6-3 167 672 805 
AUGUST .. ee ee ee ot 20°5 5-3 170 682 753 
SEPTEMBER ee ee ee oe 20-9 5-6 168 665 848 
OCTOBER .. ee ee ee es 23-0 6-2 166 689 890 
NOVEMBER .. ae ‘ ee oe 22-3 5°8 163 631 815 
DECEMPER .. es ° ee os 21-4 5°38 162 643 661 
1930 
JANUARY ; oe ee ° 23-8 5-9 159 650 771 
FEBRUARY .. ‘ - ee ‘ 21-7 5-0 162 607 776 
MAKCH Ka oe oe ee ee 22-4 5-0 157 666 826 
APRIL oe e ee oe | 19°7 4-6 151 620 696 
May a 4 ‘a oe | 5:3 | 141 615 693 
_ r 
Table VI BRITISH TRADE AND INDUSTRY—cont. 
1 
OVERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT . 
| 3 4] Indexot 
; Cumann. Percent- | Numbers | Produc. 
Imports | Exports | Re-exports| London |Provincial Total Lia age of on Live tion 
“Country” Fotat insured | Register | (Quarterly 
persons 
£ £ £ 4 & 4 unem- 000’s 194 = 10 
millions | millions | millions | millions | millons | millions | millions ployed omitted 
1927 | 
JANUARY 113-6 55-4 9-9 10-0 5-6 15°6 18- 12-0 1,340 110°8 § 
APRIL ../| 100°6 52-6 11°8 10-2 5°5 15°7 18-6 9-4 1,076 108°1 
JULY 93-4 56-1 9°7 9-9 5-6 15°6 18-3 9-2 1,041 105°9 
OCTOBER 105-0 61-2 9-4 10-1 6-0 16-1 18: 9°5 J 107*4 
1928 
JANUARY 100-4 59-7 10°3 10- 5-8 16-1 19- 10-7 1,204 105°? 
APRIL 96-8 55-3 11-0 10°5 6-0 16°5 19-2 9-5 1,081 103: 
JULY 95-5 60-9 8-5 10-2 5°5 15-7 18-5 11°6 1,259 95°4 
OCTOBER 102-7 64-3 8-9 10-2 5-4 15-6 18- 11-8 1,339 105°2 
1929 
JANUARY 116-1 66-9 9-8 10°4 5°5 15:9 19+1 12°3 1,427 108-3 
APRIL 104-2 60-2 10°4 10-5 5-3 15-8 19-0 9-9 1,159 |) 
May ee 103-5 67-4 10°5 10-0 4-9 15-0 18-3 9-9 1,1 11140 
JUNE o!t Be 49-9 9-6 9-8 5-1 14-8 18-2 9-8 1,113 
JULY es | 93°6 66-5 8-0 10°3 5-4 15°7 19-0 9-9 1,140 
AUGUST .. 101-0 63-0 9-0 9-4 4:7 14-1 17°3 10-1 1,162 108°2 
SEPTEMBER 98-4 55-1 6-7 9-3 4-8 14-1 17-2 10-0 1,159 
OCTOBER. . 110-3 64°6 9-1 10-3 5-1 15-5 18-9 10-4 1,218 
NOVEMBER 108-2 63-1 8-2 10-1 5-1 15-2 18-9 11°0 1,268 1148 
DECEMBER 106-6 58-4 7-9 10-4 5-3 15°6 19-6 11-1 1,357 
1930 0 
JANUARY 101-9 58-3 8-2 10-4 5-0 15-4 19-5 12-6 1,481 
FEBRUARY 88-2 51-9 8-6 9°8 51 14°9 19.4 13°1 1,518 110°! 
MARCH ..| 93-4 53-9 77 9-8 5-0 14°8 19°8 14-0 1,610 
APRIL .. | 988-9 46-9 7-8 10-4 4-7 15°1 20-3 14-6 1,678 
MAY es 91:0 51-0 9- 9-8 4-3 14-1 19-2 15-3 1,745 
1 Daily a es. ® “Country” clearings at London Clearing House. % Total clearings (Loni 
“Country ” and vincial) adj , for comparative purposes, by application of Board of Trade ind 


number of wholesale prices (1924 = 100). 
of the London and Cambridge Economic Service. 


4 Average of four or five weekly returns, 


5 Reprinted by court 
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‘RADEAND INDUSTRY Table VI—ront. 
L (1) RON TURES THEREOF MACHINERY COTTON WOOL 
| Exports of Exports of Exports of Exports of Exports of 
tion | Imports Exports Imports Exports Yarns Piece Goods ‘ops — — jnse — 
or: 
| oy Tissues 
nds of | Thousands | Thousands £ £ Millions of Millions of Millions Millions Millions of 
18 of ‘Tons of Tons thousands thousands Lbs. Sq. Yds. of Lbs. of Lbs. 8q. Yds. 
1 555 219 1,308 3,995 15-9 322-3 3°0 3-4 15-9 
0 | 405 335 1,454 3.598 17°3 316 9 3°3 3°8 9-5 
7 | 336 390 1,402 3.736 14-0 335-2 3-1 4-4 16-0 
9 | 336 385 1,244 4.503 15°3 312-1 4-0 5-1 13°1 
6 | 284 332 1,345 4,805 14-9 337-4 2-8 4-0 16-9 
4 | 253 344 1,464 4143 13°38 314°8 2-9 3°7 10-0 
7 | 219 333 | 15461 4.567 11-4 333-6 2°6 4°2 18-0 
6 , | 261 377 | 1,433 4,402 15-1 334-0 2°5 4°5 12°7 
5 j 244 421 1,627 5.078 16-9 379°3 3°1 3°6 18-6 
19 7 262 340 1,574 4.151 13-1 349-4 2:4 3:0 9°5 
14 | 257 443 1,812 5,528 16-0 321-4 34 4-7 11°3 
31 | 234 307 1,695 3.794 12-3 223-9 2-1 3-4 10-2 
5 237 376 1,687 5,066 15-0 355-4 2-2 fel 17°5 
3 255 358 1,728 4.421 15-3 321-3 2°38 4°9 17-1 
18 229 299 1.460 3,768 10-2 237°5 2°38 3°7 11°3 
20 | 248 390 | 1,724 4.803 13°5 265-8 3:3 4°5 lll 
15 250 383 1,531 5,079 12°5 234-0 2-9 4-1 10°8 
51 | 256 332 1.629 4,408 14°5 273-6 2:0 3-4 11-4 
71 310 352 1,514 4,456 13-2 313-2 2-7 3°7 14-1 
76 | 259 294 1,520 4.274 12-2 299-5 1-9 3-0 13-0 
26 280 338 1,712 4224 12-7 281-3 2°5 3:0 9-8 
06 234 268 1,699 3,861 11°5 217°0 2°4 3°0 7:0 
93! _ 234 } 295 1,853 4,471 12-4 218-1 1-9 | 2:5 se. 
ns issued @the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES — 
: UNITED KINGDOM U.S.A. | GERMANY FRANCE ITALY? 
a _—_ | 
Index of Cost of 
Produc Wholesale 1 | Wholesale} Wholesale Living Wholesale} Costof | Wholesale} Cost of 
tion a_i ae (Depart. | Statistis- | (Statisti- a Living Living 
(Quarterly) © Living ment of ches sches eae (Statis- 
f Board of | “* Econ- (Ministry| Labor) |Reichsamt | Reichs- | Générale) tique 
1924 = 10 & Trade omist” jof _— x} Ce — J Jes 
2 Ju an.-July 
= i 1913= 100} 1913 = 100 | 1914 = 100 | 1913 = 100 | 1913 = 100 = 100 | 1913 = 100 | 1914 = 100 1913 = 100] 1914 = 100 
110°8 | 1927 
108°1 JANUARY 143-6 143-1 172 138-4 135°9 144-6 | 621-8 524 
1059 APRIL e 13948 142-8 164 134°3 134°8 146°4 636-3 525 
107*4 JULY 141-1 144-1 164 134°8 137-6 150-0 620°5 507 
OCTOBER 141-4 142-5 169 139-0 139°8 150-2 587°0 493 
10578 1928 | pa a 
103°7 JANUARY .. | 141°1 141°5 166 138-0 138-7 | 150-8 606-7 507 134-3 145 
95:4 APRIL e- | 142-9 145-7 164 139°5 139°5 150°7 623°8 519 134°7 145 
105°2 JULY oo | BRR 141-9 165 140°8 141 152-6 623-8 519 | 132-6 143 
OCTOBER .. | 137-9 136-9 167 140°1 140°1 | 152-1 617-0 531 133-5 144 
108-3 1929 | 
} JANUARY .. | 138-3 136-1 165 139-3 133-9 153-1 630-6 547 134°7 | 148 
111-0 APRIL -- | 138-8 135-0 161 138-7 137-1 153-6 626-7 \ | 133-8 150 
May -- | 135°8 131°5 160 137-2 135°5 153-5 | 622°8 | > 556 13L°6 148 
JUNE -- | 135-6 131-7 161 138-1 135-1 153-4 | 610:0 |J | 130°3 149 
108°? JULY ee | 137°4 134-6 | 163 140°4 137-8 154-4 613-0 | } 129°5 148 
AUGUST -. | 135-9 134°5 164 140-0 138-1 | 154-0 | 596°4 |? 555) | 123-6 146 
SEPTEMBER... | 135-8 131-9 165 139°7 138-1 | 153°6 597°3 |J | 128-1 147 
1148 OCTOBER .. | 136-1 129-6 167 138°0 137-2 | 153-5 589°5 | | 127-6 149 
NOVEMBER... | 134-0 126-9 167 135-2 135°5 | 153-0 583°7 565 | 126:0 | 149 
DECEMBER .. | 132°5 126-9 166 135-0 134-3 | 152-6 | 575-8 |J 124-6 | 150 
1930 
JANUARY .. | 131-0 123-7 164 133-8 132-3 | 151°6 | 564-0 1) 123-0 150 
FEBRUARY -- | 127-8 121-0 161 131-9 129-3 | 150-3 | 564-0 f 565 120-7 | 143 
MARCH ee | 124°5 119-4 157 130-1 126-4 | 148-7 553-3 118-5 147 
APRIL «+ | 123°7 117-2 155 129-9 126-7 | 147-4 543°4 | 116-6 | 7 
May... .. | 122-0 | 115-8 154 _125-7 | 146-7 | 541-5 | 114-1 44 





















1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
comparison. 


2 Gold index. 
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SANKEY-SHELDON 


BRITISH MADE STEEL FURNITURE 


is being used largely in the 


NEW HEAD OFFICE OF 
LLOYDS BANK LTD. 
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Steel Clerks’ Desks. 


Sankey-Sheldon products include: Steel Cupboards, Filing ani Index 

Cabinets. Adjustable Shelving and Racks, Bookshelf Units, Plan Cabinets, 

Desks and Tables, Stools and Waste Baskets, Clothes Lockers, etc. 
The design and finish of Sankey-Sheldon | simple lines commend themselves to 
Steel Furniture and equipment particularly | architects and business men alike. It is 
suits the requirements of modern business. | fire-resisting, hygienic, economical and 
Its handsome appearance and strong | practically everlasting. 


- Telegrams : 
Write for full et “ Sankeshel, 
Cannon, 


particulars pe 


and illustrated [J=)5400)-3 Bw NO) <n -0 8 9 Oe Od el 8 = 
list B.30 from Telephone : F 
. HARRIS AND SHELDON U°BJOSEPH SANKEY AND SONS L? Central 8656 
46 CANNON STREET LONOON E C 4 BHADLEY CASTLE WORKS WELLINCTON.SALOP (3 lines) 


Branches and Agents in most Provincial Cities. 


SANKEY-SHELDON (Harris & Sheldon, Ltd.), 
46 Cannon Street, London, E.C.4. 


















113 


Lloyds Bank New Headquarters 
By Professor C. H. Reilly 


HIS great headquarters building for Lloyds Bank 
is nearing completion. The scaffolds are down 
from both facades, and the interior, though full of 
workmen still, and not ready to be photographed, is in 
such a state that its final form and finish can be appre- 
ciated. One can say at once that this building, both exter- 
nally and internally, is the most monumental of our 
English banks, not excepting the Bank of England itself. 
The architects, Sir J. Burnet and Partners, with whom are 
associated Messrs. Campbell Jones, Son and Smithers, 
would, no doubt, have preferred to design a more modern, 
less museum-like, structure. Indeed, they submitted 
such a scheme to the directors in the first instance, but 
they were instructed that it was a monumental building 
in the classical manner which was required of them. This, 
then, they have produced, and, accepting the conditions 
laid down, every one will admit the result of its kind is 
very fine. One may, nevertheless, regret that the 
designers of Adelaide House, London Bridge, were not 
allowed in this new great City structure to carry forward 
the advance of English architecture towards a more 
truthful expression of the necessary steel construction 
which they there achieved. Let us remind ourselves of 
the plan first, for this building exhibits what is probably 
the finest bank plan in London. 

The site, as will be seen, is a slightly tapering oblong, 
with a frontage of 146 feet to Cornhill and of 197 feet to 
Lombard Street. These are magnificent frontages, of 
course, for the City. They have been attained by moving 
Pope’s Head Alley, which connects Cornhill and Lom- 
bard Street, from the middle to one extremity of the site, 
which is then bounded on the other two sides, except for 
three small additions, by it and Change Alley. These 
small additions, one beyond Pope’s Head Alley in Corn- 
hill, and one beyond it and another beyond Change Alley 
in Lombard Street, serve both to lengthen the facades and 
to buttress the arches which span these alleys. One of 
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these little extra pieces of site, that in Cornhill, has been 
very cleverly used for a service staircase and service lift 
to the upper floors. 

So much for the boundaries. The main feature of the 
plan consists of a central oblong hall, lying evenly on the 
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New Bulldings: 
CORNHILL ¢ LOMBARD STREET E.C. 












vA 


: iL} d 
mate aly re | tt Seis: 
sk KA\ 7 | 
* ¥ aK oN Ms ig: ae bj] l 
\ = = 1 = 
a b ree | ~ 




















LLOYDS BANK NEW HEADQUARTERS, GROUND-FLOOR PLAN 


axis between Cornhill and Lombard Street as they 
gradually approach one another. This hall, which makes 
the finest banking hall in London, and to which we will 
return directly, is top lit, as the central well of the building 
is above it. The approach to it is by broad corridors from 
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SAFES & STRONG-ROOMS 


In addition to security from fire 
and from all the resources of 
the scientific burglar, complete 
protection against damage by 
water—whether from flood, Makers to 
s the Bank of 
burst mains, or from the fire- England, the 
+ : ° i Royal » int, 
man’s hose — is provided in and the lead- 
the latest types of John Tann = tht cughout 
Strong-Rooms and in the ‘he world. 
Crane Hinged Watertight Anti- 


Blowripe Safe here illustrated. 


JOHN TANN LTD. 
117 NEWGATE ST., LONDON, E.C.1 





“TURK’? SYSTEM DRYING CO., LTD. 


(Patent Process) 
Contractors for DRYING NEW BUILDINGS. DAMP 
ROOMS, BASEMENTS, STRONGROOMS, Etc. 
Telephones: Telegrams: 
PADD. 0811, 1006 “ KILNS (PADD.) LONDON.’’ 
Registered Offices : 
Bakerloo Chambers, 304, Edgware Road, W.2. 
Fresh air drawn from anit A heated to a temperature of 


° to 100° by passing through ducts in the stove, the hot air 
rapidly heats the walls and “ft available surfaces and absorbs 


the moisture, which in turn is drawn through the stove flue 


and all dampness expelled from the building ; this circle of 
operation continues without interruption until the rooms or 
spaces are bone he system has been adopted in 
thousands of new and “old Public Buildings and approved by 
leading architects in all parts of the country. The plant can 

e quickly installed and as promptly dismantled and removed 
without interference with eines trades. 


Successfully employed during construction in the following : - 


TB8.L 


BANKS—Westminster, Lloyds, Barclays, Bank of Scotland, New South Wales, Midland Ltd., Nat. Prov. and Union, Bank 
of Italy, Hong-Kong and Shanghai, and many others. Over 600 branches dried. 


INSURANCE BUILDINGS—Pheenix Assurance, Prudential Assurance, 


Northern Insurance, Commercial Union Assurance, &c. 


A. M. BONNER, 


30 LIME ST. and 
LONDON, E.C.3 


Tel: 
Monument 0794 


DATING STAMPS, 
ENDORSING INKS AND 


SELF-INKING PADS A Speciality 


URGENT ORDERS 


Royal Insurance, Norwich Union Insurance, 





TD. Established 
_ 1884 

7 BLOMFIELD ST. 
LONDON, E.C.2 

74% * 

City 1956 
AUTOMATIC NUMBERING AND 
DATING MACHINES, COMPANY 
SEALS, GENERAL ENGRAVERS 
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the two streets, and at right angles to them, the axes of 
which intersect with the long axis of the great hall at one 
end of it, opposite to the foot of the stairs. It might be 
thought, at first sight, that to make another great passage 
way from street to street right through the building, and 
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LLOYDS BANK NEW HEADQUARTERS, MEZZA} 
so close to the enlarged Pope’s Head Alley, was waste 
of space. One might say the same of the great marble 
columns and piers which surround the banking hall, and 
are sO prominent a feature of the interior. They occupy 
many times the area of the steel stanchions within them, 
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TROLLOPE AnD COLLS, LTD. 


CONTRACTORS FOR 


LLOYDS BANK HEAD OFFICE 
LOMBARD STREET anp CORNHILL 
O*WD 


Some of the More Important Contracts for New Buildings 
at present in hand or recently completed : 


COMMONWEALTH BANK OF AUSTRALIA, New Head Office, Old Jewry. 
COMMERCIAL UNION ASSURANCE CO., LTD., New Head Office, Cornhill. 
DISTRICT BANK, LTD., London Office, Cornhill. 

HAMBROS BANK, LTD., Head Office, Bishopsgate. 

ANGLO-SQUTH AMERICAN BANK, LTD., Old Broad Street. 

LAZARD BROS. & CO., LTD., Head Office, Old Broad Street. 

MORGAN GRENFELL & CO., London Office, Great Winchester Street. 

WM. BRANDT’S, SONS & CO., Banking Premises, Fenchurch Street. 
KLEINWORT, SONS & CO., Extensions to Banking Premises, Fenchurch Street. 
GLYN, MILLS & CO., Banking Premises, Whitehall. 

SUN LIFE ASSURANCE CoO., of Canada, London Office, Cockspur Street. 
LONDON LIFE ASSOCIATION, LTD., Hezd Office, King William Street. 

*“ DAILY NEWS,” LTD., Head Office, Bouverie Street. 

““ DAILY EXPRESS ” NEWSPAPER, LTD., Head Office, Shoe Lane. 
“TLLUSTRATED LONDON NEWS & SKETCH,” Essex Street, Strand. 


INVERESK REAL PROPERTY CO., LTD., Reconstruction of Inveresk House, 
Strand. 


P. & O. STEAM NAVIGATION CO., LTD., Head Office, Leadenhall Street. 
ROYAL MAIL STEAM PACKET CO., Head Office, Leadenhall Street. 
ROYAL MAIL STEAM PACKET CO., West End Office, Cockspur Street. 
CANADIAN GOVERNMENT BUILDING, Canada House, Trafalgar Square. 
HUDSON’S BAY CO., Offices and Fur Sale Rooms, Trinity Lane. 

IMPERIAL CONTINENTAL GAS ASSOC., Head Offices, Devonshire Square. 
EASTMAN DENTAL CLINIC, at Royal Free Hospital, Gray’s Inn Road. 
CAFE ROYAL, Regent Street. 

WALPAMUR CO., LTD., Factories, Darwen. 

MARYLEBONE CRICKET CLUB, New Grand Stands at Lord’s. 


CITY OF LONDON REAL PROPERTY CO., LTD., Office Buildings, Lime 
Street, Fenchurch Street and Gracechurch Street. 


HONOURABLE SOCIETY OF GRAY’S INN, Additions to Library, Gray’s Inn. 


CENTRAL LONDON THROAT, NOSE & EAR HOSPITAL, Gray’s Inn 
Road Extensions. 


BUENOS AIRES & GT. SOUTHERN RLY. CO., LTD., Office Building, South 


lace. 


MOORGATE PROPERTIES, LTD., 12 and 18, Moorgate. 
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which do the real work. These things though, as well as 
the great banking hall itself, entirely given up as it is to 
space for the public, and not cluttered up with clerks, as 
is our usual English practice, are obviously all part of 
the same policy which called forth the massive classical 
exteriors. It is the policy of impressing the public by 
means of monumental architecture. It is a policy, of 
course, which American banks have long pursued. It 
was far easier for them, with their rectangular sites. This 
site, however, though not rectangular, is a symmetrical 
one, or the nearest thing to it any bank is likely to get in 
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PERSPECTIVE DRAWING OF BANKING HALL, LLOYDS BANK 
NEW HEADQUARTERS 


the City of London. It was, therefore, wise of the 
directors to seize the opportunity it offered and allow 
their architects to lay out a great monumental scheme. | 
I feel sure the public will be impressed when they see it. 
I can imagine the people walking through the building 
from the Lombard Street entrance to the Cornhill one, 
and vice versa, for the pleasure of looking at it. This, 
however, is not saying that a monumental interior was 
not possible except with Greeco-Roman detail. However, 
there this detail is, definitely ordered from above, and 
a very good detail of its kind it is. 

If we walk, then, into the building from either 
entrance, we reach the end of the great hall. If, when we 
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BANK EQUIPMENT IN STEEL 


“Nothing to burn” is the best protection against fire. 


re 
I 
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MIDLAND BANK LLOYDS BANK 


New Head Offices - - POULTRY, E.C. New Head Offices - - CORNHILL, E.C. 


Associated ey my Sir Edwin yo R.A., and Associated Architects, Sir John Burnet & Eortnece, and 
. Gotch, F.R.I Campbell Jones, Sons & Smithers, FF.R.1I.B.A. 


Roneo Steel Furniture and Fittings are now being installed in both of these banks. 
STEEL DESKS, STEEL COUNTERS, STEEL PARTITIONS, STEEL CABINETS, Etc., Etc. 


c Write for interesting scries of photos BIO/ of these and other 
Modern buildings are fireproof. The bank installations. Full a or estimates without any 
obligation 
use of steel furniture and fittings com- 


pletes the value ofjfire-proof construction, 
eliminating risks of internal, fires, and also 
economising space to the} fullest] extent. Ltd. 


Stoves enamelled in artistic shades to Art Metal Equipment Dept. 
harmonize with any scheme of decoration. 5-11. HOLBORN, E.C.1 
, se = os F 
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are on the spot where the three axes meet, we look down, 
we shall find ourselves standing on a great plaque in 
bronze and mosaic by Gilbert Bayes, showing the crest 


of the bank: a horse rampant. If we look up, we see in 
front of us a range of great fluted marble columns, with 
the counter running at their base and defining the hall. 
Behind us is a great two-way marble staircase, making a 
very successful and monumental feature at the end of a 
great columned hall. If we look to the ceiling, we shall 











.THE-CENTRAL COURT, LLOYDS BANK NEW HEADQUARTERS 


see light coming through deep coffers, but until we get 
right under them, we shall not see the glass, so deep are 
the dividing beams, in section somewhat like the bars of 
a late Georgian window. The monumental effect, there- 
fore, from the main viewpoint is not detracted from by 
seeing any fragile-looking skylight. The general tone is 
given by the creamy grey of the marble columns, and 
wall linings, and the Travertine of the floor. The result 
is a feeling of great restraint, and there is no doubt, in the 
finished building, this fine subdued colour is going to add 
very much to the almost temple-like suggestion of this 
interior. What will at first sight seem strange to English 
eyes will be to see all this massiveness and architectural 















B. GOODMAN, LTD. 


ESTABLISHED OVER 100 YEARS. 


Specialists in Demolition and 


Excavation Work. 


Head Office: 33-38 Haggerston Road, Kingsland. 
City Office: Bridge House, Blackfriars. 


TELEPHONE : TELEGRAPHIC ADDRESS: 
CLISSOLD 850, 851. DEMOLISHER, KINLAND, LONDON. 


JOSEPH ARMITAGE 


Architectural Carver 
12, PAGE STREET, WESTMINSTER, S.W.1 


~é 


Recent work includes :—- 
Stone Carving and Modelling for Plaster Decorations, Lloyds 
Bank Head Office. 
Stone Carving and Plaster Decorations, Bank of England. 


Stone and Wood Carving and Plaster Decorations, India House, 
Aldwych. 
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grandeur in the interior of a bank, instead of a great sea 
of clerks’ heads, with a forest of columns sticking out of 
it in any irregular manner. Here, instead, the columns 
definitely outline the public space of the banking hall, 
and the visible clerks will be just those necessary, and no 
more, to serve the public. Hidden away in the floor 
below, with artificial daylight—very restful it looks—will 
be most, if not all the ledger clerks, and these will be 
connected by telewriters with those at the counter. Of 
course, with this electric device, they might be any 
number of floors away, or even in another building, as is 
sometimes the case in America, but here the upper floors 
are devoted to the general headquarters staff. 

These upper floors, once clear of the banking hall, are 
very well lit from the two main streets, in spite of their 
monumental facades, and from the central court, lined 
with glazed bricks. This court itself is worth a little 
study. It has not been left as a mere glazed area. The 
windows are composed in a decent and orderly way, and 
its three sides are ended with a couple of pylons. The 
fourth is a raised terrace, on which the architects suggest 
a roof garden. I hope that this will come about, for it 
would be such a delightful innovation in business pre- 
mises. Nevertheless, without it one sees at once the 
wisdom of giving a little thought to such a court. Hun- 
dreds of people will be glancing through these windows 
daily. Instead of seeing the ordinary begrimed, cracked, 
carelessly shaped and finished lighting area, they will not 
only see some of the most perfectly executed brick work 
imaginable, but will see it disposed in an orderly archi- 
tectural manner, so that it not only does not offend the 
eye, but is actually pleasant to look at. If the green of the 
little formal garden is added, it will be positively 
delightful. 

As one proceeds up the building by the staircase, 
which, without being ornate, from its dignity and mas- 
siveness certainly deserves the term “grand,” one passes, 
first, the mezzanine floor, looking out between the piers 
and columns into the banking hall, and to be used in 
connection with it, and then to the floors devoted to the 
headquarters proper. To begin with, there are floors 
with great open stretches of office-floor space, admirably 
lit, as already explained, both from the central court and 
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from the two street fronts ; while the staircase itself is lit 
all the way up by an area of its own. These great 
stretches of floor are at the moment gradually being fitted 
with the steel office furniture, which English firms now 
make as well as any American firm. Higher up still are 
the suites of rooms, panelled in plain pine, for the heads 
of departments, and above, again, the great board-room, 
in burr-walnut, and the directors’ dining-room, and that 
sort of thing. All these are most admirably arranged 
and designed to give an air of wealth and refinement 
without the fruitiness of carved swags, imitation Grinling 
Gibbons’ work, and other ornate stuff one generally sees 
in such apartments. Indeed, these Lloyds Bank rooms 
might be lived in in a normal way by ordinary educated 
people. Most bank board-rooms seem designed for a 
group of Mr. Punch’s parvenus. I noticed, half-finished 
as the rooms were, several interesting little details, such 
as the outlining of them and their main features, like the 
doors, with a broad band of ebony skirting, which, espe- 
cially with the panelling in highly figured woods like 
burr-walnut, gives a very useful note of decision. Again, 
there arc no imitation fireplaces, or I did not notice them. 
Instead, a centre is given to a long wall by a variation 
of the panelling, and some useful bookcase, or piece of 
furniture designed by the architects, and consequently an 
integral part of the room. Unfortunately, other pieces of 
furniture not designed by them are already creeping in. 
I saw a large and particularly ornate carved alabaster 
electrolier in one room, obviously a comparatively 
modern thing, but so completely out of character that for 
a moment I lost faith in the designers of the building. An 
inquiry, however, soon made it clear that it was an 
importation by some other hand. That seemed a pity 
when all the remaining light fittings were the architects’ 
work, and maintained the character they have every- 
where else instilled. 

Fine as these upper rooms are, with their broad 
stretches of magnificent woodwork, and the board-room, 
with its interesting lighting, the real architectural thrill 
of the interior is to be found in the three great basements 
below the banking hall. These are not basements in the 
ordinary sense. They are stories fifteen feet high, in the 
centre of which is a large independent citadel of strong 
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rooms. It is this latter, built—walls and ceilings alike— 
with great blocks of concrete three feet thick, and steel 
doors like parts of ironclads, which is so impressive. Here 


LLOYDS BANK NEW HEADQUARTERS, CORNHILL FRONTAGE 


is solid work boasting its solidity, and not steel construc- 
tion playing an ostrich-like game in marble columns. 
Steel, of course, is in these great blocks, too, but for protec- 
tive purposes, not for constructional ones. There is some- 
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«British work for British hands, 
British trade for British lands.’’ 
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thing vigorous and truly magnificent about cyclopean 
masonry, whether one meets it in Agamemnon’s palace 
at Mycene, or in a new Lloyds bank. Indeed, it sets one 
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“LOYDS BANK NEW HEADQUARTERS, LOMBARD STREET 
FRONTAGE 

thinking. Could the impressiveness the directors rightly 
wanted in their banking hall have been obtained not only 
more cheaply, but more genuinely by similar methods ? 
If the marble columns and piers were solid marble, as the 











LLOYDS BANK NEW H.Q. 129 
Greeks would have built them, would they, while 
occupying exactly the same space and following exactly 
the same lines, have struck deeper into the imaginations 
of those who see them? Itis an interesting psychological 
problem. It is certain that these vast strong rooms, with 
their megalithic walls and ceilings, devoid of every orna- 
ment, make a strong but very real appeal to the 
imagination. 

With regard to the two great cliff-like facades of the 
building to Lombard Street and Cornhill, I said every- 
thing I had to say about them in the BANKER, April 1929. 
They are certainly magnificent additions to the City’s 
architecture. Perhaps the Lombard Street one, with its 
square pilasters, instead of fluted columns, is on the whole 
the more impressive. What one notices now that the 
scaffolds and hoardings are all down is that the architects, 
in spite of their instructions, have been able to get a little 
modern character and interest into the great granite 
plinth to the building. This is a thing of great refinement 
and strength, and well worth study. But refinement and 
strength combined is the keynote of the whole structure 
inside and out. Every one concerned should be happy 
at so notable a result. 
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